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The environment into which young people go upon drop­
ping out of, or being graduated from, the secondary school is 
essentially a world of business. All citizens, regardless of 
whether they are bankers or truck drivers, secretaries or 
housewives, accountants or clerks, are continually concerned 
with activities of daily living having to do with money, in­
stallment buying of goods and services, credit, social secu­
rity, labor relations, communication services, and many other 
similar activities. The transition from the environment of 
learning to do into the environment of doing is often very 
sudden and abrupt.
It is obvious that the world of business influences 
in many ways and with great effect the lives of young people 
as they leave the secondary school, either as drop-outs or as 
graduates. Those students who go on to college immediately
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after leaving the secondary school merely delay for a time 
their entry into the world of business. As the young person 
assumes his role as an adult consumer, he begins to make de­
cisions about the quality and the quantity of goods and ser­
vices that he purchases. Upon his acceptance of employment, 
he becomes a producer, deriving his income from the sale of 
knowledge and skills to his employer. As a citizen, he helps 
to make decisions that determine the influence of local, 
state, and federal governments on the business activities of 
our nation.
Of all the total activities in which every 
normal person engages a large proportion are defi­
nitely of a business nature. Moreover, many of 
the problems faced and many of the mistakes made 
by every individual are of a business nature. 
Consequently, we share the widespread conviction 
that there are certain economic understandings 
and certain business knowledges and skills that 
should be required of all secondary students just 
as learning in English, civic, and health educa­
tion are now required and for reasons equally de­
fensible.^
Whether each individual will make wise decisions in 
his roles as consumer, producer, and citizen will depend upon 
his knowledge and understanding of the basic fundamentals of 
business and economics. Unwise decisions concerning the use 
of installment buying or consumer credit, for instance, may 
entangle young people in financial difficulties from which
^B. Frank Kyker and Galen Jones, ’’The U. S. Office 
of Education Looks at Business Education,” Business Educa­
tion Forum. I (March, 1947), p. 34.
they extricate themselves only after considerable effort and 
sacrifice. In this regard, Eyster has pointed out that:
The concern here is not in the broad area of 
economic theory and analysis, as important as 
these areas are, but rather the concern is for 
the economic knowledges and understanding which 
are essential for every person to have as a 
citizen and producer, regardless of his occu­
pation or profession or of his social or eco­
nomic status.!
This idea is further exemplified in a statement by 
DeBrum and Pineault:
None of us can escape the fact that our daily 
living is affected by practical economic concerns.
In order to live satisfactorily, we need to earn 
an income so that we may obtain the necessities 
and comforts of life. In order to derive the maxi­
mum benefit from our incomes, we need to be good 
managers and wise spenders of that income, we need 
to know about different kinds of business enter­
prises and of the goods and services that are avail­
able from these enterprises. These are practical, 
personal-economic values.%
Whether each young individual satisfactorily fulfills 
his role as producer will depend not only on the amount of 
income he receives from the sale of his knowledge and skill 
but also on how well he understands and appreciates the con­
tributions of his fellow producers, the problems of management
^Elvin S. Eyster, "The Need for Economic Education," 
Educating Youth for Economic Competence. The American Busi- 
ness Education Yearbook, XV, ed. Herman G. Enterline (Somer­
ville, J. J.: by Somerset Press for The Eastern Business
Teachers Association and the National Business Teachers Asso­
ciation, 195S), p. 10.
OS. Joseph DeBrum and John L. Pineault, "Economic 
Education Through Ninth-Tenth Grade Basic Business," Ibid..
p. 202. ’
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and labor, and the relationship of all production activities 
to the general well-being of our national economy. In this 
regard, Eyster significantly emphasizes that all individuals 
must gain appropriate concepts of:
1. The essential characteristics and principles 
of the American business and labor system, what it 
is, how it operates, and the role it plays in the 
economic and occupational lives of all people.
2. An understanding of the business practices 
and procedures, such as consumer credit, installment 
selling, guarantee of quality, and service agree­
ments that enable consumers to utilize completely 
and to benefit fully from the economic goods and 
services offered by business.
3. Principles of management of personal busi­
ness affairs, enabling one to enjoy the highest 
possible standard of living compatible with his 
income,
4. The business of government (not the organi­
zation and operation of government), with special 
emphasis on government business, such as the man­
agement and use of public lands, production of power, 
insurance against possible losses, lending of money, 
and subsidization of industries.
5. Basic economic principles, such as the 
operation of the law of supply and demand, real 
wages, prices, and marginal utility.*
Not long after he leaves the secondary school, each 
young person will have the opportunity to assign by his vote 
duties and responsibilities of government to those who would 
hold public office. His welfare, as well as that of the other 
members of his community, will depend upon how wisely he helps 
to choose the many representatives. The cost of local, state, 
and federal government will depend, to a large extent, on the 
type of services or responsibilities demanded or expected from 
various governmental agencies, and on the efficiency with which
^Eyster, op. cit., p. 16.
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these services are administered. The following statement by 
Eyster cogently points up the significance of people being 
informed in this regard.
Fifty years ago, people voted at the national 
polls primarily on political issues. An analysis 
of the issues in the 1952 and the 1956 national 
campaigns revealed that all issues with which both 
major parties were concerned were either purely 
economic in nature or had strong economic impli­
cations. The greatest and most potent force af­
fecting business and labor today is government.
It aids and protects business and labor, but it 
also regulates. Government is what the citizens 
make it. The influence of government on business 
and labor in the long run reflects the judgments 
of the people. It is imperative, therefore, that 
people in general understand government and busi­
ness and also the interrelationship between them.l
The most recent complete data concerning high school 
and college enrollments are included in the Biennial Survey 
of Education in the United States, 1952-54. Those data in­
dicate that four of every five persons of high school age
(considered to be 14-17, inclusive) were enrolled in public
2and nonpublic high schools in 1953-54. The students who 
were graduated in 1953-54 represented 63.4 per cent of the 
students who were enrolled in the ninth grade in 1950-51,^
The 607 ,570 non-veteran first-time college enrollments for 
the year 1953-54 represented 50.7 per cent of the 1,198,300
4bi d .. p. 15.
^"Statistical Summary of Education, 1953-54,” Chapter 
1, Biennial Survey of Education in the United States. 1952-54 
(Washingtons Ü. 5. Office of Education, 1957), p. 23.
3lbid.
high school graduates for the year 1952-53»^ These data 
attest to the high degree of holding power currently exerted 
by the secondary schools. At the same time, they indicate 
that the attracting power of higher education is at an all- 
time high. However, even with these encouraging data one 
must recognize that because of drop-outs only slightly more 
than one half of the youth of the United States complete sec­
ondary school, and that substantially less than one half con­
tinue in school for any time at all beyond the secondary 
level.
Most young people become consumers and producers in 
our economic system very soon after the time of their leaving 
the secondary school, either as drop-outs or as graduates.
The responsibility for providing young people with adequate 
knowledge and understanding of business and economic funda­
mentals must, therefore, rest primarily with the secondary 
school system. Only if this responsibility is satisfactorily 
assumed and fulfilled, will young people begin in the future 
to understand adequately the predominantly business environ­
ment into which they are thrust upon being graduated from the 
secondary school. Polishook has indicated that;
. . .  it is the responsibility of the secondary 
schools to provide opportunities to develop eco­
nomic understandings in order to meet economic
^"Statistics of Higher Education; Faculty, Students, 
and Degrees, 1953-54," Chapter 4, Biennial Survey of Education 
in the United States. 1952-54 (Washington; U. S. Office of 
Education, I9 5 6), p. 58,
problems which prevail, because the secondary 
school is best able to do the job; also the 
largest number of students who can benefit 
from these understandings are attending the 
secondary school.
The many and varied activities of government, man­
agement, and labor constitute strong influences upon the 
lives of all our citizens, A basic knowledge and understand­
ing of the many economic, financial, and general consumer ele­
ments which influence our decisions in everyday living should 
be developed by each young person prior to his completion of 
secondary school training. Freeman has very aptly pointed 
out the need for this understanding.
All American youth need preparation for every­
day living in a world in which business touches 
almost every human activity. They must be eco­
nomically literate and be able to manage their 
business activities of a personal and family 
nature, , . , The business problems and the busi­
ness activities of the individual and the family 
have become correspondingly more complicated, 
more involved, and more difficult.2
Opportunities for students to gain adequate knowledge 
and understanding of business and economic fundamentals are 
presented in various class and extra-class activities by our 
secondary schools. Huffman and Anderson have pointed out 
that:
. . .  It is recognized that each individual has a 
basic need to be of service, to be a member of a
^William M. Polishook, "Economic Education Through 
Separate Courses," Educating Youth for Economic Competence. 
op, cit., p. 150.
pM. Herbert Freeman, Basic Business for Everydav 
Living. Monograph 74 (Cincinnati: South-Western Publishing
Company, 1951), p. 7.
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group, and to feel that his contribution is bene­
ficial to the welfare of the group. One way of 
meeting this important need is through various 
extra-class activities such as group discussions 
of worthwhile topics, presiding over and parti­
cipating in club meetings, contacting leaders in 
the. community to speak at meetings, working with 
community leaders in sponsoring à community drive, 
visiting business firms, or conducting a business 
survey.I
The foregoing statements by authorities in the field 
of business education constitute evidence that knowledge and 
skill in the elements of basic business should be taught to 
all students in the secondary schools as a part of the gen­
eral education program.
Basic business information probably should be pre­
sented in a variety of ways and through a variety of subjects, 
Some of the subjects in which it is currently being taught 
are: general business, economics, business arithmetic, busi­
ness law, economic geography, and consumer education.
To indicate the extent to which basic business infor­
mation is presented to secondary school students in a formal 
manner, certain educational data are reviewed here. The Bi­
ennial Survey of Education in the United States. 1948-50 re­
veals that:
The total enrollment in subjects in the field 
of business education in regular and senior high
^Harry Huffman and Sara Anderson, "Extraclass Acti­
vities in Business Education," The Bulletin of the National 
Association of Secondary School Principals. XLI (January. 
1957), p. 66.
schools is more than 60% of the total pupil enroll­
ment in these schools.1
While the number of students studying business sub­
jects in 1948-49 was extremely high, the number of students 
studying basic business information was relatively low. This 
situation is clarified in the following quotation with refer­
ence to the fact that 60 per cent of the total pupil enroll­
ment was in business education:
These enrollments include typewriting, book­
keeping, and shorthand. . . .  The percentage of 
enrollment in the basic business and economic edu­
cation subjects based on the total enrollment in 
these schools are: general business, 4.0; eco­
nomics, 3.7; business arithmetic, 3.6; business 
law, 1.6; economic geography, 0,9; consumer eco­
nomics, 0.6; consumer education, 0.4; and consu­
mer buying, 0.1.^
By adding the percentages of students who were en­
rolled in basic business subjects, it is evident that only 
1 4 .9 per cent of the students in the secondary schools were 
being exposed to the subject matter of basic business in 
1948-4 9. The situation may today be somewhat improved but 
estimates indicate that large numbers of students still have 
almost no opportunity to gain knowledge of basic business.
Although there are many ways to present the material, 
there seems to be no particular pattern followed by the sec­
ondary schools to ensure that all students gain knowledge
1"Offerings and Enrollments in High School Subjects, 
1948-4 9," Chapter 5, Biennial Survey of Education in the 
United States. 1948-56 (Washington: U. S. Office of Educa­
tion, I95I), p. 21.
^Ibid.. pp. 29-3 9.
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and understanding of basic business and economic fundamentals, 
There is a real need for means of determining the extent to 
which young people understand the primary phases of basic 
business and economics. Muse and Roberts indicate that:
Schools throughout the country have utilized 
various plans in attempting to provide economic 
education. Some schools follow a pattern of sub­
jects or units provided by various areas within 
the schools. For example, the business area may 
provide a course in basic business, including the 
study of the organization of business, the use of 
money as a medium of exchange, the use of credit, 
the use of banks, personal business management 
problems, distribution of goods and services, com­
munications, transportation, and financial prob­
lems. The home economics department may provide 
a course of study in fundamental economic princi­
ples and practices from the point of view of the 
consumer, the fundamental nature of economic life, 
and economic institutions and their relationships 
to society. The disadvantages of such a practice 
as this results in a multiplicity of offerings.
Many a student finds it impossible to take all of 
these offerings, and thus his understandings and
appreciations in economic education tend to be
spotty and somewhat incomplete. Naturally, most 
all students, because of background differences 
in social and economic areas, do not need exactly 
the same economic education. Each student pre­
sents different needs. Then, too, these student 
needs vary at different educational levels.1
Revelation of the degree of success attained by the 
secondary schools in enabling students to gain knowledge and
understanding of the basic business fundamentals may be sig­
nificantly helpful to the continuing process of curricular 
development and revision. It may result in the improvement
1 Paul F. Muse and James M. Roberts, "Emerging Pro­
grams of Economic Education in Secondary Schools," Educating 
Youth for Economic Competence, op. cit.. p. 347.
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of instruction and the improvement of evaluation in this 
vital, but still primarily undeveloped, pliase of business 
education. It should be noted that there are no bests in the 
field of business education for the purpose of determining 
the extent of knowledge and understanding of basic business 
fundamentals possessed by secondary school students. There 
are tests of basic business knowledge being used with various 
textbooks in business education. There is available an ex­
cellent test of the kind of business information which pros­
pective business employees should know. This test is the 
National Business Entrance Test currently distributed by the 
United Business Education Association.^
Through the Council on Economic Education and the 
National Committee on Family Finance Education, there are 
attempts being made to develop tests which will adequately 
measure knowledge of business and economic information. How­
ever, neither of these groups have to date actually published 
such tests. The Background Development Test,^ developed in 
the University of Iowa Workshop on Economic Education, is an 
experimental attempt to determine the economic competency and 
attitudes of persons attending workshops on economic education,
^National Business Entrance Test, sponsored and dis­
tributed by the United Business Education Association, 1201 
Sixteenth Street, N, W., Washington, D, C.
^Lewis E. Wagner, Testing Economic Knowledges and 
Attitudes (Iowa City: Bureau of Business and Economic Re­
search, College of Commerce, State University of Iowa, 1955), 
pp. 2-3.
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There are several excellent tests concerned primarily with 
achievement in various subject matter areas such as the Iowa 
Tests of Educational Development (Science Research Associ­
ates); the Stanford Achievement Tests (World Book); the Metro­
politan Achievement Tests (World Book); the U* S. Armed Forces 
Institute Tests of General Educational Development (Educa­
tional Testing Service); Progressive Achievement Tests (Cali­
fornia Test Bureau); and many others. These tests, however, 
include reference to little in any information that can be 
classified as basic business information.
The information presented in the foregoing pages 
appears to authenticate the necessity and desirability of all 
young people acquiring knowledges and skills in the area of 
basic business. It seems obvious that these knowledges and 
skills must be acquired prior to graduation from the secondary 
school. At the same time, the evidence presented here clearly 
indicates that relatively few secondary school students are 
afforded adequate opportunities to gain these knowledges and 
skills which are essential to a well-rounded general educa­
tion.
On the basis of personal experience as a secondary 
school teacher, secondary school administrator, and professor 
in a collegiate school of business, the author has become 
fully aware that the needs of secondary school students are 
not being satisfactorily met in this essential educational 
area. For a number of years the author has experienced
13
personal concern about basic business education and this re­
search investigation constitutes an attempt to do something 
specific about the problem. It should be emphasized that the 
author embarked on this investigation with the realization 
that the development of an evaluative instrument could consti­
tute only one short step in the over-all process of curricu­
lum study and revision that may ultimately result in an 
improved educational situation.
Definition of Basic Business Fundamentals
In order that a comprehensive definition of basic 
business fundamentals be developed, it is first necessary to 
define general education, economic education, and general 
business education so that the relationship of basic business 
fundamentals to each of these areas might be better under­
stood.
Concerning general education, Stiles and Dorsey have 
pointed out that:
General education is increasingly being 
thought of as a process of helping young people 
to develop competence for citizenship. As such, 
it is concerned with such factors as the adjust­
ment of each individual, the development of habits 
of co-operation within a group, a concern for the 
common welfare of all, preparation for family life, 
and the ability to sustain one’s self economically.
Such a concept of general education, unlike the 
theory of transmittal of cultural heritage, must 
be closely correlated with the life of the student 
and must be directly related to his anticipated 
vocational and professional choices.1
Lindley J. Stiles and Mattie F. Dorsey, Democratic 
Teaching in Secondarv Schools (Chicago: J. B. Lippincott
Company, 1950), p. 252.
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James Gemmell, in the American Business Education 
Yearbook for 195#, has this to say about economic education:
One of the major issues in economic education 
revolves around what constitutes economic educa­
tion. One view restricts economic education to 
concerns of society as a whole. It pictures eco­
nomic education as a study of why an economic sys­
tem is necessary, what functions it performs, and 
how economic activity is organized and guided in 
various societies. The objective of this "kind" 
of economic education is to provide students with 
the ability to identify and understand the current 
economic problems of society as well as those that 
may arise in the future.
The second view accepts the foregoing as im­
portant and desirable but in addition stresses con­
sumer education and problems of personal finance, 
the objective of which is to teach individuals how 
to spend their time, money, and energy so as to 
bring their expressed wants into harmony with their 
considered needs within the limits of their indivi­
dual incomes.
It is commonly assumed that general business educa­
tion provides information and understandings needed by every­
one in using the services of the business world and in man­
aging their personal business affairs. Douglas, Blanford, 
and Anderson point out that:
General business may be defined as a course 
dealing with the activities in which everyone en­
gages either as a consumer of, worker in, or a 
manager of a business. . . . General business is 
a general education course that is of value for 
all high school students regardless of their ulti­
mate vocational choice.%
1James Gemmell, "What is Economic Education?" Edu­
cating Youth for Economic Competence, op. cit.. p. 4-5.
^Lloyd V. Douglas, James T. Blanford, and Ruth I. 
Anderson, Teaching Business Subjects (Englewood Cliffs, New 
Jersey: Pr'entice-Hall Inc., 1958}, p. 313.
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A report of the results of a conference of twelve of 
the foremost business educators of the United States empha­
sizes that:
A basic business education for all students 
will help prepare young people to meet the rigor­
ous demands of life in the business world. A 
basic business education supplements other studies 
by helping students to: manage with competence
their personal business affairs, understand the 
American business system, understand the business problems facing them as citizens in their communi­
ties, and appreciate the business problems that 
are the concern of their government.
The purposes of basic business education are clearly 
stated by Tonne, Popham, and Freeman:
Basic business subjects are taught for two 
purposes: (1) as an element in the education
of all high school students in order to help 
them make better use of the services of busi­
ness and to help them understand business as a 
major segment in community life, and (2) as a 
prerequisite to the skill subjects in order to 
give students the ability to make better use of 
these skills on the job through an understanding 
of the functions of business that are facilitated 
by these skills.2
Synthesis of the above definitions and statements of 
purposes indicates that basic business fundamentals should 
include all knowledges, understandings, and concepts that are 
helpful in providing students with ability to manage their own
^Let*s Educate Youth for Effective Business Life. 
Monograph 98 (Cincinnati: South-Western Publishing Company,
no date), p. 6.
Herbert A. Tonne, Estelle L. Popham, and M. Herbert 
Freeman, Methods of Teaching Business Subjects (2d ed.; New 
York: Gregg Publishing Division, McGraw-Hill Book Company,
1957), p. 322.
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business affairs successfully, to engage in satisfactory 
family living, and to cope with the economic problems of 
society.
Statement of the Problem
The problem of this study was to develop a test in­
strument for appropriately determining the extent of know­
ledge and understanding of the basic fundamentals of business 
possessed by students enrolled in their senior year of sec­
ondary school.
Specifically, the problem involved two significant 
elements: (1) Determination of the primary phases of busi­
ness and economics about which the secondary school student 
should be informed and (2) Development of a comprehensive 
evaluative instrument which is valid and reliable in its 
application.
The development of such an evaluative instrument in 
no way ensures that in the future more extensive learning of 
basic business and economic fundamentals will occur. It may 
be, however, that the utilization of the instrument will point 
up the apparently existing deficiencies in the basic business 
information and constitute some encouragement for school per­
sonnel to attempt advantageous curriculum revisions.
This study does not constitute an attempt to evaluate 
the effectiveness of instruction in any specific area of sub­
ject matter, nor is it an attempt to determine whether young
17
people make appropriate use of knowledge and understanding 
gained at the secondary school level.
Source of Data
The information that was required in the determina­
tion of the primary phases of business and economics about 
which secondary school students should be informed was ob­
tained primarily from a very extensive amount of published 
and unpublished materials. These materials were developed 
in recent years and were concerned with the nature and scope 
of basic business and economic education. In determining the 
specific phases of business and economics, the following re­
sources were utilized;
1. Research studies completed in recent years 
in selected areas.
2. Published and unpublished reports of work­
shops in economic and family linance education.
3. Recommendations of the National Council on 
Economic Education, the National Committee on Family 
Finance Education, and the Council for Advancement 
for Secondary Education.
4* Current secondary school textbooks in the 
subject areas of general business and consumer edu­
cation.
The statistical data for this study, required in the 
development of a comprehensive evaluating instrument possess­
ing validity and reliability in its application, were
18
collected by the process of preparing and administering the 
evaluative instrument itself. The statistical data used in 
establishing the reliability and validity indices of the test 
items and of the test instrument resulted from the administra­
tion of the test instrument to 453 secondary school students.
As indicated, the extensive analysis of the published 
and unpublished materials enabled the researcher to determine 
the primary phases of business and economics about which the 
secondary school student should be informed. In addition, it 
facilitated the development of a substantial number of test 
items from which were selected, by proper statistical analy­
sis techniques, those items which constitute the evaluative 
instrument for determining the knowledge and understanding 
of basic business fundamentals.
Only because secondary school students, teachers, and 
administrators cooperated fully and rendered genuine assist­
ance was it possible to engage successfully in the testing 
program which provided the statistical data required to com­
plete this study.
Procedure
The first step in this study was to make an extensive 
study of the literature dealing with general business and 
economic education. An analysis was made of the many publi­
cations and research studies that were applicable to the de­
termination of the primary phases of business and economics
19
about which all secondary school students should be informed. 
From this thorough analysis it was possible to isolate and 
define appropriately the areas of basic business information 
about which the secondary school student should be informed.
The next step was to make an extensive study of the 
current literature in the areas of educational test construc­
tion and statistical methods and procedures in establishing 
test reliability and validity.
The third step in this study involved actual develop­
ment of a comprehensive evaluation instrument possessing re­
liability and validity in its application. Procedures for 
this step involved the following:
1. Test questions were developed in each of the 
primary phases of business and economics, designed to 
measure the extent of knowledge and understanding of 
basic business and economic fundamentals possessed by 
secondary school students.
2. Test items were selected in accordance with 
appropriate educational measurement techniques and 
methods.
3. Preliminary and experimental testing of suf­
ficiently large samples of secondary school students 
was conducted so that proper statistical analysis tech­
niques could be applied to the test item responses.
4. Final revisions and selection of the test 
items were made on the basis of item analysis and
20
other appropriate statistical measures of relia­
bility and validity.
The fourth step involved refinement of the entire 
evaluative instrument and its preparation in a style and for­
mat suitable for use by other individuals or groups in the 
field of education.
The final step in this study involved preparation of 
this research report and formation of the conclusions which 
are a part of it.
The format of this research study varies somewhat 
from most other educational studies in that it includes no 
chapter devoted exclusively to analysis of related research. 
The first major phase of this study was the intensive search 
of the literature in order for the author to gain the back­
ground necessary for the specific application of evaluative 
techniques of this study. After having exhausted all sources 
of reference, the author reached the conclusion that perti­
nent findings from prior research were not available with 
which to introduce appropriately consideration of the prob­
lem in this investigation.
While it did not appear feasible to write a  chapter 
under the title "Survey of Related Literature," there were 
research and other materials available with usefulness in 
connection with the problem to be solved. Several signifi­
cant research studies include material relating to the areas 
of basic business fundamentals about which people in general
21
should be informed. Although these studies do not deal with 
evaluative techniques or test construction, they do present 
conclusive evidence as to which phases of basic business edu­
cation should be taught in the public schools, particularly 
at the secondary school level. Chapter II of this report is 
based on these research studies. The information constitutes 
a synthesis of certain research material although that mate­
rial is not presented in the usual survey of related litera­
ture format.
In the succeeding chapters, material is presented in 
sequence to reveal significant elements in the determination 
of the primary phases of basic business, methods by which the 
evaluative instrument was prepared, the instrument itself, and 
finally, a summary and major conclusions.
CHAPTER II
ASPECTS OF BUSINESS AND ECONOMICS ABOUT WHICH 
STUDENTS SHOULD BE INFORMED
In order that a valid and reliable test instrument 
for determining the extent of knowledge and understanding of 
basic business fundamentals could be constructed, it was 
first necessary to determine the primary phases of business 
and economics about which secondary school students should 
be informed. The primary phases of business and economics 
were determined through analysis of the very extensive amount 
of published and unpublished material developed in recent 
years regarding the nature and scope of basic business and 
economic education. The work of this researcher was simpli­
fied somewhat because seven excellent research studies were 
completed in recent years dealing directly with definition 
of the area of basic business education; the common business 
competencies, knowledges, and skills needed or used by all 
citizens; and the economic concepts which are deemed impor­
tant for living in a democracy.
Increasing awareness of the importance of basic busi­
ness education for all is indicated in the recommendations
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of such groups as the National Committee for Education in 
Family Finance, the Council for Advancement of Secondary 
Education, and the Joint Council on Economic Education.
Their recommendations, and the reports of workshops in eco­
nomic and family finance education, corroborate conclusions 
in research studies regarding the primary phases of basic 
business education. Furthermore, the current secondary 
school textbooks in the field of basic business education 
point up sharply the major types of business information 
which all students may study with benefit to themselves.
Phases of Basic Business Emphasized in 
Major Research Studies
McGill^ completed a research study in 1955 designed 
to differentiate between the importance attached to common 
basic business competencies, knowledges, and skills by busi­
ness people and by non-business people. The problem was 
attacked by preparing a comprehensive interview schedule com­
posed of 299 topics relating to basic business education.
The schedule was used in interviews with 1,000 people from 
an occupational cross-section in Kansas. Each person was 
asked to rate each of the topics according to how important 
it was to him. The sample was composed of 500 people in 
business occupations and 500 people in non-business
^E. 0. McGill, "A Study of Business Skills and Know­
ledges Used by Business and Non-Business People" (Unpublished 
doctoral dissertation. New York University, 1955).
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occupations and the sample was representative of the Kansas 
census population for 1950 in the major occupational areas.
In the McGill study, 299 topics in basic business 
education were arranged in 16 knowledge categories on an in­
terview guide. From the 1,000 interviews, Ô55 usable inter­
view reports were collected, 425 from business people and
430 from non-business people. When the data collected were 
tabulated, the 16 knowledge categories were rearranged in 
order of their importance to all of the people as a group.
The categories appeared in the following order: choice of
an occupation, consumer buying, money, record keeping and 
filing, credit, banks and banking services, business mathe­
matics, how to find information, insurance, business communi­
cation, finance and investments, taxes, legal aspects of busi­
ness, business management, personal business skills, and 
travel and transportation.^
McGill’s study shows that the business people gave
each of the 16 knowledge categories a slightly higher rating
than did the non-business people. However, he concluded 
that the slight differences in the importance attached to 
the various knowledge categories were not sufficiently sig­
nificant to require non-business people to be concerned with 





Crank^ completed a research study in 1956 designed 
to determine the subject-matter content in basic business 
and economic education that is of the greatest importance in 
meeting the common business and economic needs of secondary 
school students and to determine the subject-matter facts, 
principles, and concepts that are most significant.
In the Crank study, a detailed analysis of 24 re­
search studies was made for the purpose of determining the 
general areas in basic business and economic education.
From the 24 studies, ten were selected to constitute the 
basis for establishing a master list of topics in basic 
business and economic education. The ten studies, repre­
senting intensive research in general business, economic, 
and consumer education, yielded a total of 1,116 specific 
items of subject matter that were considered important in 
the education of secondary school students. These topics 
were coded, grouped into closely related areas, and sub­
mitted to a committee for further examination. On the 
basis of discoveries made while coding the topics and.on the 
basis of the recommendations of the committee, many duplica­
tions were eliminated and several topics were shifted from 
areas in which they had been originally placed to more ap­
propriate areas. The final master list consisted of 812
^Floyd L. Crank, "A Study of the Subject Matter Con­
tent in Basic Business and Economic Education" (Unpublished 
doctoral dissertation. Northwestern University, 1956).
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topics grouped in the following 21 areas of basic business 
and economic education: the nature of business enterprise,
the pricing system, economic fluctuations, labor and labor 
relations, money, world trade, governmental finance, economic 
systems, banks and banking, transportation and travel ser­
vices, personal-business records, credit, savings and invest­
ments, insurance, consumer aids and protection in buying,
consumer shopping, personal business law, and economic employ- 
1ment.
The final master list was submitted to a group of 
specialists, composed of fifteen business and professional 
men, who were in a position to know the types of business and 
economic activities that most people perform. There was a 
high degree of agreement on 666 of the topics rated by the 
group of specialists, and it was suggested that the results 
were sufficiently significant to use the topics as guides in 
building a list of subject-matter facts, principles, and con­
cepts in basic business education that should be taught to 
secondary school students.
Moorman^ made a study in 1949 to determine (1) the 
economic concepts that are important for living in our demo­
cracy, as defined by a consensus of selected educators, and 
(2) to what extent the students who are being graduated from
^Ibid.. p. 43.
2john H. Moorman, "A Study of the Basic Economic Con­
cepts in the High School Curriculum" (Unpublished doctoral 
dissertation. University of Iowa, 1949).
. . 27
the secondary schools understand these concepts. He analyzed 
ten secondary school and ten college textbooks of economics, 
selected the concepts and submitted the list to a jury of 
thirty individuals for evaluation. The jury that was chosen 
consisted of ten leaders in business education, ten college 
professors of economics, and ten secondary school teachers of 
economics. The list submitted to the jury for evaluation con­
sisted of 441 basic economic concepts. Numerical ratings for 
each of the concepts were assigned by the jury on the follow­
ing basis: (1) essential, (2) important, (3) desirable, (4)
unimportant, and (5) undesirable. The ratings that were 
assigned to each of the concepts were tabulated and the arith­
metic means of the ratings for each of the concepts were com­
puted. The mean of the three group means for each concept 
was used as the final rating assigned to that concept. On the 
basis of the evaluation of the concepts by the jury, Moorman 
identified 359 "basic" concepts and 16 "probably basic" con­
cepts in the following areas: consumption, exchange, produc­
tion, insurance, speculation and risk, big business and mo­
nopolies, utilities, transportation, labor and labor organi­
zation, governmental finance, governmental control of busi­




Freeman^ conducted a research study to determine the 
business activities common to most individuals and the busi­
ness knowledges, skills, understandings, and attitudes that 
are needed by everyone to perform these activities success­
fully. This study was conducted under the auspices of the 
United States Office of Education. Approximately 200 people 
were organized into an advisory group. This group was com­
posed of secondary school teachers, administrators, super­
visors, curriculum specialists, publishers, teacher trainers, 
and state directors. To this advisory group. Freeman sub­
mitted copies of his checklists of business knowledges, com­
petencies, and understandings for review and criticism. 
Appropriate sections of the checklists were completed by sec­
ondary school students, junior college students, college stu­
dents, graduate students, and adults in all walks of life.
The completed checklists were used to determine the 
business activities common to most youth and adults and the 
business knowledges, competencies, and understandings needed 
by everyone to enable them to conduct their business activi­
ties intelligently and successfully. These knowledges, com­
petencies, and understandings were stated in terms of the 
desirable outcomes or experiences that should be provided for 
all youth. On the basis of his analysis of the completed
^M. Herbert Freeman, Basic Business for Everyday 
Living. Monograph 74 (Cincinnati; South-Western Publishing 
Company, 1951).
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checklists. Freeman concluded that the following phases of 
basic business education are most significant: banking,
credit, insurance, investments, record keeping, communica­
tion, distribution, consumer buying, legal aspects of busi­
ness, organization and management, occupational information,
and human relations in business situation.^
2Price completed a research study in 1945 designed 
to determine trends with respect to objectives, content, 
learning activities, teaching methods, and evaluative pro­
cedures in consumer education at both the secondary school 
and college levels, Price analyzed carefully an extensive 
list of secondary school textbooks, college textbooks, 
courses of study, and research studies. A review of related 
literature disclosed a total of 85 studies contributing to 
the development of content in consumer education. Research 
contributed to such curriculum problems as: preparation of
secondary school courses of study in consumer education, 
topics emphasized in consumer education, special units of in­
struction in specific areas of consumer education, and gen­
eral curriculum materials.
Following his determination of appropriate subject 
matter in consumer education. Price submitted his findings
^Ibid.. pp. 14-21.
^Ray G. Price, "Curriculum Practices in Consumer 
Education" (Unpublished doctoral dissertation. University of 
Cincinnati, 1945)»
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to a jury of experts and utilized the opinions obtained in 
revising his list of topics in consumer education. The jury 
was composed of representatives from departments of business, 
social studies, home economics, and education. The selection 
of the 21 members of the jury was based upon their writing 
and research in the field of consumer education.^
On the basis of his research of the textbooks, courses 
of study, and research studies, and the recommendations of the 
jury of experts. Price concluded that the topics to be includ­
ed in secondary school consumer education courses should be; 
general buying procedures, aids and protection to the con­
sumer, insurance, banking services and savings, budgeting, 
credit, food, clothing, shelter, advertising standards,
brands and labels, waste in consumption, prices, taxes, and
2investments.
Muse^ completed a research study in 1946 designed to 
determine the subject-matter content and grade placement of 
basic business education offerings in secondary schools. A 
checklist of 212 business activities and 75 topics of busi­
ness information were submitted to secondary school students,
^Ibid., p. 12.
^Ibid.. pp. 163-64.
3Paul F. Muse, "A Study of the Business Activities, 
Interests, and Understandings of Secondary-School Pupils and 
Adults as a Basis for Determining Subject Matter Content and 
Grade Placement of Basic Business Education in the Secondary 
School" (Unpublished doctoral dissertation, Ohio State Uni­
versity, 1946).
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their parents, businessmen, and educators. Each student and 
each adult was asked to complete the checklists by indicating 
(1) those activities which he had performed, (2) those of the 
unperformed activities he thought important that he should 
know how to perform, (3) the activities he did not understand, 
and ik) the topics of business information he thought every­
body should understand well enough to use advantageously.
There were 952, or 75 per cent, usable student checklists re­
turned and 552, or 44 per cent, usable parent checklists re­
turned, The checklists returned by educators represented an 
So per cent return. Forty-seven rotary club committees re­
turned completed checklists representing the opinions of from 
150 to 230 businessmen.^
On the basis of his analysis of the completed check­
lists, Muse concluded that the majority of student and adult 
immediate needs and interests may be classified under the 
following basic business education topics: money, banks,
credit, finance and investments, record keeping and filing, 
the mathematics of business, taxes, insurance and social se­
curity, communications, finding information, travel and trans­
portation, business law, business organization and management,
consumer buying, choosing an occupation, and the governmental
2and social relationships in business.
^Ibid.. pp. 138-3 9.
^Ibid.. pp. 180-35.
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IIn her research study completed in 1947, Wells made 
a survey of basic business education in Ohio. Her primary 
objective was to define the area of basic business education. 
In addition to analyzing reports of secondary school princi­
pals to the State Department of Education of Ohio and analyz­
ing the catalogues of the teacher-training institutions of 
Ohio, Wells analyzed 2ê research studies in the fields of 
business education and consumer education which dealt with 
the general business information needed by everyone. The 
studies on which she based her definition of the area of basic 
business education were done over a period of several years 
and represented the opinions of educators, students, parents, 
and businessmen. These opinions were secured by interviews 
and checklists, by listing and analyzing day-by-day activities 
of adolescents and adults, and by determining the extent of 
the knowledge of adolescents and adults by tests. On the ba­
sis of her analysis of the research studies and other sources 
of data. Wells concluded that basic business education should 
include the following topics: financial planning, personal
and social records, insurance, investments, consumer credit, 
banking, taxes, housing, consumer buying problems, price and 
the consumer, marketing functions, legal aspects of everyday
^Inez R, Wells, ”A Survey of Basic Business Education 
in Ohio" (Unpublished doctoral dissertation, Ohio State Uni­
versity, 1947).
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living, communication, travel and transportation, and the 
structure and operation of the economic system.^
The major phases of basic business education as de­
fined in the seven research studies discussed on the pre­
ceding pages of this report are summarized in Table 1. An 
analysis of Table 1 reveals a high degree of agreement on 
eleven of the 25 primary phases of basic business education 
listed. Four of the phases were emphasized in all of the 
research studies, two of the phases were emphasized in all 
but one of the research studies, and five of the phases were 
emphasized in all but two of the research studies. The 13 
phases of basic business education pointed up by at least 









9. Personal Business Law
10. Personal Business Records
11. Savings and Investments
12. Taxation
13. Travel and Transportation
Corroboration of the appropriateness of these pri­
mary phases of basic business education was sought through 
analysis of the studies and recommendations of such groups 




PHASES OF BASIC BUSINESS EMPHASIZED IN 
RESEARCH STUDIES
Phases of Basic Business
B^ c^ d 4 E^ o7
Banking services ..........  . . X X X X X X X
Business cycles .............. X
Business mathematics .......... X X
Business organization ........ X X X X X
Communication services . . . . . X X X X X
Consumer aids and protection . . X X
Consumer spending ............ X X X X X X
Credit ......................... X X X X X X X
Economie principles .......... X X X X
Government and business . . . . X X X
Housing and home ownership . , . X X
Human relations in business . . X
Insurance ..................... X X X X X X X
International trade . . . . . . X X
Labor and labor relations . . . X X
Money management .............. X X X X X X
Occupational information . . . . X X X
Personal business law ........ X X X X X
Personal business records , . . X X X X X
Personal business skills . . . . X
Production and distribution . . X X X
Savings and investments . . . . X X X X X X X
Taxation ....................... X X X X X
Research Studies
^McGill, OP, cit. 
^Crank, op. cit. 
^Moorman, op. cit. 
^Freeman, op. cit. 
^Muse, OP. cit. 
^Wells, OP. cit. 
7price, op. cit.
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Advancement of Secondary Education, and the Joint Council 
on Economic Education.
Phases of Basic Business Emphasized 
In Programs of National Groups
In 1955, the Council for Advancement of Secondary 
Education^ sent more than 2,300 letters of inquiry to select­
ed persons in the fields of agriculture, business, econom­
ics, education, and labor. Each of the selected persons 
was asked to submit a list of ten basic economic topics that 
he believed constituted a vital nucleus of economic infoi’ma- 
tion indispensable for intelligent citizenship in a modern 
economy. A 35 per cent response returned more than 800 us­
able lists of basic economic topics. From the numerous top­
ics listed by the respondents, the following composite evalu­
ated list of basic topics was developed: population and
natural resources as they affect our economy, characteristics 
of our modern economy, the production and marketing of goods 
and services, the price system, nature and problems of busi­
ness enterprise, industrial relations, agriculture, money, 
credit and banking, economic fluctuations, government finance, 
economics and world peace, contrasting economic systems, con­
sumer economics, and economics as a way of thinking and rea- 
2soning.
^Council for Advancement of Secondary Education, Key 
Understandings in Economics (Washington: Council for Advance-
ment of Secondary Education, 1956).
2lbid.. pp. 14-18.
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The Joint Council on Economic Education prepared a 
guide book^ for teachers relative to the teaching of economic 
understandings. The guide book was prepared in the New York 
University Workshop on Economic Education in 1952. It was 
prepared as an aid to college professors involved in business 
teacher preparation in developing methods courses in the basic 
business education field, and as an aid to business teachers 
in presenting the areas of basic business education which are 
concerned with economic understandings, attitudes, and appre­
ciations. The guide book points up the areas of basic busi­
ness which are related to or are within the scope of persis­
tent economic problems of an individual or community. These 
areas are: business environment; money and banking services;
money, wealth, and income; spending money— credit, installment 
buying, borrowing; principles and problems in buying; managing 
personal income; investing in home ownership; buying insurance 
protection; the function of marketing; using communication de­
vices; taxes and social security; government, state, and local 
spending; unions and collective bargaining; consumer protection 
by public and private agencies; business standards; problems
of transportation; finding information; and choosing an occu- 
2pation.
^Teaching Economic Understandings Through Secondarv 
School Business Subjects. Report of the New York University 
Workshop on Economic Education, August 11-30, 1952 (New York; 
Joint Council on Economic Education, 1952).
^Ibid., p. 2,
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A handbook^ for educators, prepared at the Post Grad­
uate Workshop for Education in Family Finance at the Univer­
sity of Pennsylvania in 1955, was developed as an aid to sec­
ondary school administrators and teachers in educating stu­
dents relative to effective family finance procedures. De­
scribing personal and family finance, the handbook points 
out:
Obviously, the more that young people know 
about handling money, the more likely they are 
to use it well. If we start with the money prob­
lems of young people themselves and proceed to 
the principles of family money management, we 
can develop economic competence in our future 
citizens. This is what we mean by "personal and 
family finance."
Specifically, pupils should be prepared for 
economic citizenship by learning about sources 
of income, budgeting, buying goods and services, 
social security, pension plans, income taxes, 
savings and investments, banking services, life 
and other insurance, use of personal credit, and 
renting and buying a home. They should be trained 
to make sound financial choices and to meet the 
demands of present-day living with emotional ma­
turity. ̂
The handbook recommends the following major topics 
to be included in personal and family finance education: 
budgets, investments, credit, insurance, banks, other finan­
cial institutions, housing, intelligent buying, estate plan­
ning, legal aspects, taxation, and economic background.^
Handbook for Education in Personal and Family 
Finance. Report of the Post Graduate Workshop for Educa- 
tion in Family Finance, School of Education and Wharton 
School of Finance and Commerce, University of Pennsylvania, 
July, 1955 (New York: National Committee for Education in
Family Finance, 1955).
^Ibid.. p. 5. ^Ibid.. p. 16.
3Ô
In 1956, the National Committee for Education in 
Family Finance authorized a study to appraise the effective­
ness of its program for the preceding seven years. Question­
naires were sent to the approximately 1,300 members of work­
shops conducted during those years. A report^ in 1957 pre­
sented the data obtained from the questionnaire responses.
In that part of the report wherein the impact of the work­
shop program upon'the schools was appraised, there is this 
significant statement:
. . .  17 per cent of the alumni who classify them­
selves as teachers in the area of business educa­
tion teach topics of education in family finance 
in three or more courses. An even more striking 
instance occurs in the area of home economics.
No fewer than 53 per cent of the home economics 
teachers include education in family finance in 
two or more courses, while 23 per cent of these 
teachers use education in family finance in three 
or more courses. It is obvious, therefore, that 
certain areas, such as home economics and business 
education, are particularly active. There are 
other areas, however, such as language arts, 
science, industrial arts, which make much less 
use of what topics they do use in a smaller num­
ber of courses.2
The report describes the extent to which the alumni 
of the workshops employed various resources in the different 
topics of family finance and the extent to which the differ­
ent topics of family finance were emphasized. Responses from
^Clifford Bebell, A Report on the Questionnaire 
Study of the National Committee for Education in Family 




the workshop alumni pointed up the significance of the fol­
lowing topics in family finance education: money and income,
budgeting, banking services, savings, investments, home own­
ership, life insurance, social security, annuities, general 
insurance, credit, buyraanship, taxation, and wills and es­
tates.^
2A guide for the teaching of economic education in
secondary schools was developed during the Fourth Annual Utah 
Workshop on Economic Education sponsored jointly by Brigham 
Young University, the Joint Council on Economic Education, 
and the Utah State Department of Public Instruction. Topics 
developed in the guide were intended to be representative of 
the many economic units of instruction which have significant 
implications for competent economic citizenship. These top­
ics include the following: personal and family economics,
including wise money management, elements of informed and 
skillful buying, consumer credit, insurance, savings and in­
vestments, providing a place to live, estate planning, and 
taxes and payroll deductions; choosing a vocation; human re­
sources, including workers, productivity of workers, wages
^Ibid.. pp. 57-63.
^Economic Education in the Secondary Schools of 
Utah. Report of the Fourth Annual Workshop on Economic 
Education, Brigham Young University, July 23 to August 
10, 1956, Prepared by the State Social Studies Curric­
ulum Committee (Salt Lake City: Utah State Department
of Public Instruction, 1956).
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and profits, labor-management relations, industrial relations, 
and laborers* non-wage benefits; natural resources; capital 
resources, including production of goods and services, sav­
ings, investments, and credit; risks, rewards, and responsi­
bilities of business and industrial enterprises; forms of 
business organizations; local and regional economy; money, 
banking, and credit; international trade; problems of economic 
stability, including interdependence of economic forces and 
institutions, inflation, deflation, and business cycles, pros­
perity and depression, competition and free enterprise; gov­
ernment in economic life; and comparative economic systems.^
In 1956, the Council for Advancement of Secondary
2Education published a research study designed to determine 
the economic terms which are commonly used in the press. The 
Council analyzed an extensive sampling of each of five types 
of publications: general magazines, general newspapers, farm
journals, union journals, and company publications. The five 
groups of publications were representative of the daily and 
other periodical publications. Farm journals, union journals, 
and company publications were chosen so that economic terms 
peculiar to their respective areas might be compared to the 
economic terms contained in general newspapers and magazines.
^Ibid.. pp. 13-6 3.
^Council for Advancement of Secondary Education, Eco­
nomics in the Press (Washington: Council for Advancement of
Secondary Schools, 1956).
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In the Council Study, only the issues of each publi­
cation during the five-year period from 1950 to 1954 were 
considered. A total of 62 publications, including 2,332 is­
sues, were analyzed for economic terms. On the basis of the 
findings of the study, the following general conclusions were 
made:
1. The pervasive influence of economics in 
modern society is conspicuously reflected in the 
content and vocabulary of our daily newspapers and 
periodical literature.
2. Newspapers and magazine articles that deal 
with or bear upon economic questions are replete 
with economic terms.
3. Intelligent newspaper and magazine reading 
requires an adequate understanding of the meaning 
and connotations of the economic terms commonly 
used therein.
4# Comprehension of the commonly used economic 
terms is indispensable for economic literacy.
5. Terms pertaining to the business system and 
to industrial relations are so frequently and freely 
used in the nation’s press and are so essential a 
part of the terminology of general economics that 
they demand a place in the vocabulary of every re­
sponsible and informed citizen.^
In the Council Study, in order to facilitate record­
ing and interpretation of the data collected, a list of eco­
nomic categories was derived from an examination of several 
textbooks in economics. In the process of tabulation, other 
categories were added as the need arose. In the final list, 
all the economic terms tallied as a result of the analysis 
of the selected publications were tabulated under the follow­
ing categories: the business enterprise, marketing and dis­
tribution, industrial relations, government spending and
llbid.. pp. 64-65.
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fiscal policy, money and banking, the national economy, taxa­
tion, the consumer, international trade, agriculture, con­
trasting economic systems, and population and natural re­
sources.^
The major phases of basic business education as pre­
sented in the six studies and the recommendations of the 
three national groups discussed on the preceding pages of 
this report are summarized in Table 2, Analysis of Table 2 
reveals a high degree of agreement on several of the primary 
phases of basic business education. The primary phases of 
basic business education pointed up in at least four of the 






6. Government Spending and Fiscal Policy
7. Housing and Home Ownership
à. Insurance
9» Money Management
10. Production and Distribution
11. Saving and Investment
12. Taxation
Phases of Basic Business Emphasized in Secondary 
School Textbooks in General Business
In the secondary schools across the country, basic 
business education is frequently taught in composite courses, 
such as general business or introduction to business, which 




PHASES OF BASIC BUSINESS EMPHASIZED IN 
REPORTS OF NATIONAL GROUPS
Phases of Basic Business
National Group Reports
a1 B^ c3 E^ F^
Agriculture .............. X X
Banking services ........ X X X X X X
Business standards . . . . X
Business organization . . . X X X X
Consumer spending ........ X X X X X X
Credit . ............. X X X X X X
Choosing an occupation . . . . X X
Communication services . . . . X
Economic principles . . . . X X X X
Estate planning .......... X X X
Government and business . . « . X X X X
Housing and home ownership . , X X X X
Industrial relations . . . . . X X X
Insurance ................ X X X X
International trade . . . . , X X
Labor-management relations . . X X
Money management ........ . , X X X X X X
Population and natural
resources .............. X X X
Production and distribution , . X X X X
Savings and investments . . . X X X X
Social security .......... X X
Taxation ................ X X X X X
^A Handbook for Education in Personal and Family Fi­
nance . op. cit.
^Bebell, op. cit.
^Teaching Economic Understandings Through Secondary 
School Business Subjects, op. cit.
4Economic Education in the Secondary Schools of Utah.
OP. cit.
^Economics in the Press, op. cit.
Key Understandings in Economics, op. cit.
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education is also taught in specific courses, such as business 
arithmetic, business law, business communication, salesman­
ship, consumer economics, and others which deal with particu­
lar phases of basic business education. For the purpose of 
this study, the author has presented information only from 
those secondary school textbooks that are used in composite 
courses.
Price and Musselman^ listed in their textbook for gen­
eral business the following major topics: you and your busi­
ness life, money and how to manage it, you and your bank, 
savings and investments, protection through insurance, buying 
wisely, using communication services, using travel services, 
using transportation and shipping services, finding and keep­
ing useful information, government and our business life, and 
you and your future.
2Crabbe, Enterline, and DeBrum listed in their text­
book for general business the following major topics in basic 
business education: how business serves you, using banking
services, planning your spending, using credit wisely, sharing 
economic risks, making useful savings, travel services, com­
munication services, transportation and shipping services,
^Ray G. Price and Vernon Musselman, General Business 
for Everyday Living (New York: Gregg Publishing Division,
McGraw-Hill Book Company, Inc., 1954).
2Ernest H. Crabbe, Herman G. Enterline, and S. Joseph 
DeBrum, General Business (7th ed.; Cincinnati: South-Western
Publishing Company, 1956).
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keeping personal records, our business and economic world, 
and success in the business world.
1Polishook, Beighey, and Wheland listed in their text­
book for general business the following major topics of basic 
business education: consumer relation to business, important
facts about money, guidance in thrift and budgeting, securing 
and keeping useful information, the use of credit, sharing 
risks by means of property insurance, how business concerns 
and citizens support the government, banks and their services, 
communication services, travel services, buying for the home 
and the office, general buying problems, the transportation 
of goods, how commodities are sold, the ownership and control 
of property, what we should know before we invest money, home 
ownership, planning your life work, opportunities for employ­
ment in the business world, and selecting a job.
2Fancher, Gallagher, and Hamilton listed the following 
major phases of basic business education in their textbook 
for general business: the place of business in everyday life,
books as sources of information, using communication services, 
travel information, using banking services, money and credit, 
simple record keeping, files and filing in daily activities, 
business law and the individual, methods of shipping goods.
William M. Polishook, Clyde Beighey, and Harold E. 
Wheland, Elements of General Business (Dallas: Ginn and
Company, 1953).
2Charles Fancher, J. Francis Gallagher, and Charles 
W. Hamilton, Business Fundamentals for Everyone (New York: 
Prentice-Hall, Inc., 1952),
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the protection of insurance, business ownership, report of 
the firm’s finance, business organization, the invoice and 
statement of account, your future, and business computation.
Wilhelms and Heimerl^ listed in their textbook for 
consumer economics the following major topics of basic busi­
ness education: the consumer in today’s business world, man­
aging your money, using credit, good buymanship, buying in­
surance, buying housing, the law and the consumer, buymanship
and health, and investments in good living.
2Wilson and Eyster listed in their textbook for con­
sumer economic problems the following major topics of basic 
business education: your economic wants and needs, business
and government serve consumers, protection for consumers, 
principles of consumer buying, specific problems in buying, 
how banks and credit serve you, managing your personal fi­
nances, buying insurance protection, obtaining a home, and 
economic problems of the consumer.
3Scott, Kane, Kirk, and Buckley listed in their text­
book for everyday consumer business the following major topics
^Fred T. Wilhelms and Ramon P. Heimerl, Consumer Eco­
nomics (2d ed.; New York: The Gregg Publishing Company, Busi­
ness Education Division, McGraw-Hill Book Company, Inc.,
1951).
^W. Harmon Wilson and Elvin S. Eyster, Consumer Eco­
nomic Problems (5th ed.; Cincinnati: South-Western Publish-
ing Company, 1956).
^Wesley E. Scott and Others, Everyday Consumer Busi­
ness (Englewood Cliffs, New Jersey: Prentice-Hall, Inc.,
1959).
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of basic business education: consumers create business, busi­
ness surrounds the consumer, we need money, we need informa­
tion, we order goods and services, how our order is delivered, 
we pay for our order, and holding your gains and going ahead.
Aberle, Sielaff, and Mayer^ listed in their textbook 
for general business the following major topics of basic busi­
ness education: general business for personal use, under­
standing money, using banks, record keeping, keeping the money 
you save, your money's worth, insuring risks, traveling for 
pleasure or business, mailing and shipping packages, communi­
cations, finding facts you need, business operation in a de­
mocracy, thinking about the future, and the taxes we pay.
The major phases of basic business education as pre­
sented in the secondary school textbooks in general business 
and consumer economics are summarized in Table 3» An analy­
sis of Table 3 reveals a high degree of agreement on several 
of the primary phases of basic business education. The pri­
mary phases of basic business education pointed up by at 









^John W. Aberle, Theodore J. Sielaff, and Forrest L. 
Mayer, General Business for Today and Tomorrow (Englewood 
Cliffs, New Jersey: Prentice-Hall, Inc., 1959).
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TABLE 3
PHASES OF BASIC BUSINESS EMPHASIZED IN 
SECONDARY SCHOOL TEXTBOOKS
Phases of Basic Business
B^ ĉ D^ e 5 q 7
Banking services ........ X X X X X X X X
Business mathematics . . . X X
Business organization . . • . X X X X X X X X
Communication services . . , . X X X X X X
Consumer spending . . . . . • X X X X X X X X
Credit ................... X X X X X X X X
Economic problems of the
consumer ............... X X
Government and business . , X X X
Home ownership .......... X X X X
Insurance ............... X X X X X X X X
Money management ........ . . X X X X X X X
Occupational information . . • X X X X X X X
Personal business law . . X X X X
Personal record keeping , . X X X X X X X
Protection for consumers . . « X X
Savings and investments . , . X X X X X X X
Sources of information . . X X X X X
Taxation ................. X X X X
Travel and transportation * • X X X X X X
Textbooks
Price and Musselman, op. cit.
^Crabbe, Enterline, and DeBrum, op. cit. 
^Polishook, Beighey, and Wheland, op. cit. 
^Fancher, Gallagher, and Hamilton, op. cit. 
^Wilhelms and Heimerl, op. cit.
^Wilson and Eyster, op. cit.
?Scott and Others, op. cit.
^Aberle, Sielaff, and Mayer, op. cit.
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Ô. Occupational Information
9. Personal Record Keeping
10. Savings and Investments
11. Sources of Information
12. Travel and Transportation
Summary
The primary phases of basic business education as 
emphasized in seven major research studies, in reports of 
certain national organizations, and in eight secondary school 
general business and consumer economics textbooks are summar­
ized in Table 4. It is apparent from analyzing Table 4 that 
the national organizations and the authors of the secondary 
school textbooks in general business and consumer economics 
substantially support the primary phases of basic business 
education as presented in the major research studies. The 
primary phases of basic business education pointed up by at 









9. Personal Business Law
10. Personal Business Records
11. Savings and Investments
12. Taxation
13. Travel and Transportation
Careful analysis of Table 4 indicates that there is 
some duplication of content in certain of the primary phases 
listed. For example, it appears feasible to group together 
under one comprehensive topic such as "money management" the
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TABLE 4
PHASES OF BASIC BUSINESS EMPHASIZED IN THE RESEARCH 
STUDIES, ORGANIZATION REPORTS, AND SECONDARY 
SCHOOL TEXTBOOKS











Banking services . . X X X
Business
organization . . . X X X
Communication
services ........ X
Consumer spending , X X X
Credit . . . . . . . X X X
Economic




ownership . . . . X
Insurance ........ X X X
Money management . . X X X
Occupational
information . . . X
Personal business
law . . . . . . . X X
Personal business
records ........ X X
Production and
distribution . . . X
Savings and
investments . . . X X X
Sources of
information . . . X
Taxation .......... X X
Travel and
transportation . . X X
The phases of basic business listed here were empha­
sized in at least four of the seven major research studies, 
in at least four of the six reports of national organizations, 
and in at least five of the eight secondary school textbooks 
of general business and consumer economics.
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material pertinent to banking services, credit, insurance, 
savings and investments, and taxation. Although there were 
13 rather specific phases of basic business education authen­
ticated in the research studies, reports of national organi­
zations, and secondary school textbooks, it was deemed appro­
priate to consolidate certain of the topics for use in this 
investigation. For the purpose of this study, the primary 
phases of basic business education are classified under four 
broad categories with illustrative significant elements 
pointed up in each of the thirteen specific phases of basic 
business education. The four broad categories are as fol­
lows:
1. Money Management: use of banking services,
using credit wisely, sharing of risks, planning a 
savings and investment program, and benefits derived 
from taxation.
2. Consumer Spending: satisfying personal and
family needs, housing and home ownership, and per­
sonal business law.
3 . Communications: means of communication,
budgeting and personal record keeping, methods of 
travel, and transportation of goods.
4. Business Organization: types of business 
ownership, production of goods and services, ele­
ments of distribution, and relationship of govern­
ment and business.
Twelve of the thirteen primary phases of basic busi­
ness education isolated by analysis of seven major research 
studies and confirmed by analysis of secondary school text­
books and reports of national organizations are listed under 
the four broad categories above. The thirteenth, economic
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principles, is an integral part of all business activities 
and is, therefore, a part of each of the four broad cate­
gories.
Chapter III of this research report deals with the 
construction of an evaluative instrument for appropriately 
determining the extent of knowledge and understanding of the 
basic fundamentals of business possessed by students enrolled 
in the twelfth grade of the secondary school. The content of 
the evaluative instrument is based on the primary phases of 
basic business and economic education isolated through the 
analysis of the seven major research studies and confirmed 
by the analysis of eight of the most recent and most commonly 
used secondary school textbooks in general business and con­
sumer economics and of the reports of such national groups as 
the Joint Council on Economic Education, the Council for Ad­
vancement of Secondary Education, and the National Committee 
for Education in Family Finance.
CHAPTER III
THE EVALUATIVE TECHNIQUES AND PROCEDURES
Knowledge and understanding of the basic fundamentals 
of business involves a wide pattern of learnings, and must be 
drawn from the study of many quite diverse topics. It must be 
recognized that all the facts and information in all the top­
ics cannot be learned. Since testing is merely a process of 
sampling, tests dealing with the basic fundamentals of busi­
ness often appear to consist of unrelated knowledge samplings 
that seem, on the surface, quite trivial. Only when it is 
understood that a test of basic fundamentals of business rep­
resents a sampling of knowledge in a subject matter area that 
is in itself a sampling of knowledges, may it be realized that 
the test is meaningful. The truth of these statements was 
proved to this author as progress was made through the succes­
sive stages required in the development and administration of 
the measuring instrument presented in this research report.
Development of the Measuring Instrument 
Throughout the process involved in the development 
of the measuring instrument in this study, concerted efforts
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were made to ensure that the final instrument would possess 
to a high degree the characteristics of validity, reliabil­
ity, objectivity, graduated difficulty, variety of content, 
discrimination, and economy as to time and financial cost. 
The significance of each of these characteristics is demon­
strated in the material that follows as consideration is 
given to what to measure, how to measure, construction of 
the test, and pilot testing procedures.
What to Measure
The significant elements which constitute the basic 
fundamentals of business were developed in Chapter II. The 
four broad categories of business and economic information 
and their primary phases are restated here as they form the 
basis for determining what to measure.
Money Management; use of banking services, 
using credit "wisely, sharing of risks, planning 
a savings and investment program, and benefits 
derived from taxation.
Consumer Spending; satisfying personal and 
family needs, housing and home ownership, and 
personal business law.
Communications ; means of communication, budg­
eting and record keeping, methods of travel, and 
transportation of goods.
Business Organization; types of business own­
ership, production of goods and services, elements 
of distribution, and relationship of government 
and business.
After the essential areas to be tested were deter­
mined, it was necessary to identify the knowledge and under­
standing which should be developed in each of the phases.
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More than 400 questions were prepared with numerous items 
applicable to each of the primary phases of business and 
economics about which secondary school students should be 
informed.
How to Measure
Early in the conduction of this study, the decision 
was reached to utilize the limited-response or objective 
type question in the evaluative instrument. This decision 
was based upon the fact that scoring of this type of ques­
tion is more objective than is the scoring of free-response 
test items. Concerning the comparison of the scoring of the 
two types of test items, Adkins states that:
With limited-response or objective tests, in 
contrast to free-response tests, reliable scoring 
is much more readily obtained. As contrasted with 
essay tests, objective tests have the advantage of 
permitting a much broader sampling of the.knowledge 
and aptitudes that it is desired to test.
Too, the decision was reached early to utilize the 
multiple-choice kind of objectively scored test item. This 
decision was based upon the fact that there is evidence to 
substantiate the belief that a high degree of reliability 
and validity can usually be established when multiple-choice 
test questions are used,
^Dorothy G, Adkins, Construction and Analysis of 
Achievement Tests (Washington: Ü, S, Government Printing
Office, 1947), p. 7.
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Construction of the Test
The more than 400 test items prepared by the author 
were examined closely and tabulated so that duplications 
could be eliminated. Each of the many multiple choices was 
analyzed carefully to prevent the inclusion of "obviously 
wrong" answers. Certain of the test items were eliminated 
by this process and the remaining items were studied by 
business teachers who constituted a "jury of experts." This 
is one of the steps in test construction suggested by Adkins:
Each item must be one best answer, and this 
answer should be presented in as clear a manner as 
possible. The "wrong" or unacceptable alternative 
must be definitely poorer choices than the best an­
swer. The items should be reviewed by experts in 
the appropriated field before use, to prevent the 
possibility of having no "right" answers or more 
than one right answer. If adequate checks as to 
accuracy of statement are made before the items are 
used, the advantages of the multiple-choice form 
will usually prevent unforeseen difficulty due to 
the subjects misunderstanding of the intent of the 
question.!
The jury was composed of 11 members of the faculty 
of the School of Business of Oklahoma City University. They 
were: Professors Willis J, Wheat, Max V. Poffenberger, John
T. Hedges, C. Henry Gold, David P. Delorme, E. Foster Dowell, 
James P. Luton, Mary B. Beeler, 0. E. Shoemaker, Leona Dale 
Hulet, and Eva Jim Smith. The jury made a thorough examina­
tion of the test items and made many suggestions concerning 
the content and wording of the questions and of the multiple
^Ibid.. p. 41.
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choice responses to them. As a result of conferences with 
each of the jury members, most of the test items were re­
worded to make meanings more clear and understandable. Some 
of the questions were combined with others, all questions 
with weaknesses were eliminated, and 100 items were selected 
to constitute the trial test instrument for determining the 
extent of knowledge and understanding of basic fundamentals 
of business possessed by secondary school students.
Pilot Testing
The 100 test items recommended by the jury were ar­
ranged in an appropriate form and copies of the test were 
duplicated. The test was then administered to various groups 
of students in preliminary testing or pilot testing efforts.
The pilot test instrument was administered first to 
members of classes taught by Dr. Gerald A. Porter and Dr. 
Charles R. Walker in the College of Education of the Univer­
sity of Oklahoma. The test was also taken by participants 
in the 1959 Workshop in Family Finance Education conducted 
on the campus of the University of Oklahoma. As the college 
students in each of these situations completed the test in­
strument, they noted items to which they reacted unfavorably, 
either because the items were, in their opinion, too easy or 
too difficult for secondary school students. As a result of 
the suggestions made regarding difficulty and need for re­
wording, notations were made for additional changes in the 
questions.
sa
Next, the pilot test instrument was administered to 
the author*s classes in Introduction to Business in the 
School of Business of Oklahoma City University. One hundred 
and twenty-five freshmen students in these classes completed 
the test instrument and indicated various criticisms of it. 
This pilot testing had the dual purpose of determining the 
length of time that would be required in administering the 
test and of checking again on the appropriateness of the vo­
cabulary used in the test items.
Finally, the test was administered to a small, se­
lected group of secondary school students. These students 
were all well-known to the author and with whom he had es­
tablished a friendly, informal relationship. These students 
were advised of the ultimate purpose for which the test in­
strument would be used and were instructed to read each test 
item only once and to indicate the questions that did not 
appear to be readily understood. Here, again, an attempt 
was made to assure the appropriateness of the vocabulary and 
sentence structure in each of the evaluative items.
On the basis of the results of the three pilot test­
ing experiences, the author made final changes in the word­
ing, sentence structure, and content of the 100 test items. 
The test was then again duplicated in sufficient quantity to 
permit testing of the extensive sample which formed the basis 
for the required statistical treatment to ensure validity and 
reliability of the test items to constitute the final outcome
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of this research study. A copy of the evaluative instrument 
of 100 items, as used in the testing of 453 secondary school 
students, is presented in the Appendix of this research re­
port.
Administration of the Instrument 
During the month of May in I960, the 100-item test 
instrument was administered to 453 senior students in three 
secondary schools in the Oklahoma City area. The three sec­
ondary schools were: Capitol Hill Senior High School, Del
City High School, and Crooked Oak High School. These par­
ticular secondary schools were selected as the test centers 
after several conferences with the school administrators 
wherein the purposes and desired results of the testing were 
explained in detail. The administrators expressed approval 
of the testing procedures.
In each of the testing situations, a room sufficiently 
large to accommodate all of the testees was reserved and 
sufficient time was scheduled to permit administration of the 
test under similar conditions in each of the three schools.
The smallest group of students tested at any one time was at 
Crooked Oak High School with 33 students; the largest group 
consisted of 274 students at Capitol Hill Senior High School.
Copies of the test instrument were distributed to 
the students and the examiner read with each group the direc­
tions printed on the cover page of the test instrument. After
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the presentation of the sample question, time was allowed 
for inquiries and for repetition of any needed instructions. 
Each student was given as much time as he needed to complete 
the entire test. There was no evidence to indicate that the 
testing procedure was any more or any less effective as uti­
lized in each of the three secondary schools.
CHüPTER IV 
PRESENTATION OF DATA
The evaluative instrument consisting of 100 items 
(see Appendix) was designed for measuring the extent of 
knowledge and understanding of the basic fundamentals of 
business possessed by secondary school students. The evalu­
ative instrument was administered to 453 secondary school 
students enrolled in the second semester of their senior 
year in three secondary schools in the Oklahoma City area. 
The data collected in administering and scoring the test in­
strument became the basis for the statistical methods and 
techniques used in determining the validity and reliability 
of the test items which make up the revised evaluative in­
strument consisting of 60 items which appears later in this 
research report.
The test instrument administered in tiiis study was 
designed as a power test in which all of the items were to 
be completed by the examinees and the scores based on the 
number of items correctly answered, aome of the test book­
lets were returned with none of the questions answered and 
some were returned in an incomplete form. There were,
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however, 300 complete and usable test booklets. The data 
for the analysis of the test scores were collected from these 
300 completed test booklets.
Following the scoring of the tests, the first step 
in the analysis of the test results was to determine the 
validity and difficulty indices for each of the test items. 
The following statements from Garrett and from Tate empha­
size the importance of this first step:
The two characteristics of an item which we 
need to know about in building a test are (a) 
difficulty and (b) validity, or discriminative 
power. These two determinants of an item’s good­
ness are computed from the same tabulation of the 
test data. Computation of the difficulty and 
validity of an item is called item analysis.^
In present-day testing, analytic studies of 
reliability and validity usually begin with the 
individual items in the test. ThiSpSort of study 
commonly is known as item analysis.
The cumbersome worksheets showing the item scores, 
the half-test scores, the total scores, the number of stu­
dents answering each item correctly, the number of students 
answering each item incorrectly, the total score of all stu­
dents answering each item correctly, the total score of all 
students answering each item incorrectly, the proportion of 
students answering each item correctly, the proportion of 
students answering each item incorrectly, the mean score of
^Henry E. Garrett, Testing for Teachers (New York: 
American Book Company, 1959), p. 214.
^Merle W. Tate, Statistics in Education (New York:
The Macmillan Company, 1955)» P* 359.
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all students answering each item correctly, the mean score 
of all students answering each item incorrectly, the stand­
ard deviation of each test item, and the biserial coeffi­
cient of correlation for each test item are not presented 
in this research report. The addition of the many pages of 
worksheets necessary in the classification of data would 
make the appendix to this report more than one hundred pages 
in length and would add little to making the findings of the 
research more meaningful. The summarization of all the work­
sheets and computations do appear in this research report as 
integral parts of the various formulae as they are presented 
in sequence to determine the validity, reliability, and dif­
ficulty of each individual test item and of the total test 
instrument.
There are many techniques for finding the difficulty 
and validity indices of test items. The difficulty index is 
expressed most often as the proportion of examinees who an­
swer the item correctly; the smaller the proportion the more 
difficult the item. By far the most common index of validity 
for a test item is some type of correlation coefficient. The
most accurate, and one of the most laborious, is the biserial
1coefficient of correlation.
^J. P. Guilford, Fundamental Statistics in Psychology 
and Education (New York: McGraw-Hill Book Company, Inc.,
1942), p. 295.
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The technique for establishing the biserial coeffi­
cient of correlation recommended by Tate^ was used by the 
author for finding the difficulty and validity indices. The 
formula used for finding the index of validity and the ex­
planation of the symbols used are
where is the mean Y score of the individuals who answered 
the item correctly; Yq is the mean Y score of the individuals 
who answered the item incorrectly; p is the proportion of in­
dividuals who answered the item correctly; q is the propor­
tion of individuals who answered the item incorrectly, so 
that p + q = 1; and c~y is the standard deviation of the Y 
scores.
The standard deviation of the Y scores is computed 
below. The data for this computation is taken from the fre­
quency distribution of the total test scores of the 300 stu­
dents who completed the test instrument. This frequency 
distribution is presented in Table 5.
= 9.75
The difficulty index, (p), and the validity index, 
(rp^), for each of the 60 test items are presented in Table 6, 
The test items are presented in order of difficulty, ranging
^Tate, OP. cit.. pp. 359-70.
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TABLE 5
FREQUENCY DISTRIBUTION OF THE TEST SCORES 
OF 300 SECONDARY SCHOOL STUDENTS
Scores Frequency Scores Frequency
74 1 48 16
73 1 47 12
71 1 46 1969 2 45 1068 3 44 10
67 3 43 1065 3 42 11
64 7 41 563 2 40 862 5 39 861 4 38 660 4 37 10
59 5 36 10
58 10 35 357 5 34 556 8 33 455 6 32 1
54 15 31 353 6 30 752 8 29 351 14 28 250 14 27 2
49 7 26 1
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from the first item which was answered by 89.7 per cent of 
the 300 testees to the last item which was answered by 2?,0 
per cent of the group.
The technique described by Gulliksen^ was used to 
determine the reliability index for each item. The formula 
used to obtain this index was
i=l i=l
i=l \ i=l /
where N is the total number of persons taking the test; Nfe
is the number of persons answering item g correctly, (g = 1 
. . . K); is the total test score for the individual,
(i = 1 , . , N); Xĵ g is the test score for each individual 
answering item g correctly.
The reliability index for each of the 60 test items 
is presented in Table 6.
After the reliability and validity indices for each 
item was computed, the instrument was then assessed for 
total reliability. The author chose to determine the relia­
bility of the test scores by the split-half method for two 
reasons. First, it was not possible to administer a test
Harold Gulliksen, Theory of Mental Tests (New York: 
John Wiley & Sons, Inc., 1950), p. 387.
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instrument on more than one occasion to the group of second­
ary school students that were selected, and second, the 
split-half method is generally recognized as the best of the 
three procedures commonly used. Guilford has this to say 
about this method of determining the reliability of test 
scores;
The way to ensure most comparable halves, it 
is thought, is to constitute the one of the even- 
numbered items and the other of the odd-numbered 
items and to find an "odd-even" correlation, as 
it is called. . . . The split-half method is gen­
erally accepted as the best of the traditional 
procedures. . . .  By means of the Spearman-Brown 
formula, we can readily estimate what the relia­
bility of the full length test should be, if the 
two halves are really comparable.^
The product-moment coefficient of correlation was 
computed as the first step in estimating the reliability of
the test scores. The Pearson product-moment coefficient of
2correlation formula presented by Tate was used as the basis 
for this computation:
rj = _______NEXY - (EX) iTJ)
\/[nEX̂  - (EX)̂ ][ NEŶ  - (EY)̂ ] 
where X is the student*s score on the odd-numbered items of 
the test instrument and Y is the student»s score on the even 
numbered items. Computation of the product-moment coeffi­
cient of correlation is as follows:
1Guilford, op. cit.. p. 275.
^Tate, op. cit.. p. 239.
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= __________(300) ( 175.330)-(6.307)_(7.804)_________ ___
n/  [(300)(U8,8l5)-(6,507)2]f(300)(211,456)-(7,802f)^] 
= .753
The Spearman-Brown prophecy formula was used to es­
timate the reliability coefficient of the complete test in­




where r^ is the reliability coefficient of the total test and 
where r^ is the correlation between the scores on the halves 
of the test. The reliability coefficient of the total test 
is computed below:
= .859
The major disadvantage of the split-half method of 
estimating the reliability of a test instrument, and a point 
of criticism by several authors, is that chance errors may 
affect the scores on both halves in the same way and thus 
make the reliability coefficient too high. In order that 
the author might be more certain of the estimate of reli­
ability of the total test, another widely used method of
^Ibid.. p. 334.
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determining the reliability of a test presented by Gulliksen^ 
was applied to the data collected. This formula for determi­






where K is the number of items in the test; Sg'̂  is the item
2variance which equals p - p ; r s is the item reliabili-g xg g
ty index; and r ^  is the reliability of the total test.
The computation for the reliability of the total test is pre­
sented below:
r =/lOO\/l - .209 ^^  l“̂ j( TÜôlTîér)2/
=  .803
Each of the values found for the reliability coefficient of 
the total test (i.e., .859 by the split-half method and .803 
by the Gulliksen method) is significantly different from 
zero at the 5 per cent level.
Table 6 provides a detailed analysis of each of the 
test items. The data indicating the reliability and the 
validity of each item were found by the application of the 
formulae described on the preceding pages of this chapter.




















1 .897 .303 .076 .2522 .873 .333 .121 .362
3 .857 .351 .080 .227
4 .847 .361 .130 .3595 .823 .382 .120 .3156 .823 .3 82 .108 .282
7 .823 .382 .078 .2048 .817 .387 .109 .282
9 .793 .405 .113 .27810 .790 .407 .156 .38411 .757 .429 .174 .40512 .737 .440 .171 .38813 .727 . 446 .102 .22914 .720 .449 .163 .36415 .687 .464 .106 .22916 . 640 .480 .158 .330
17 .623 .485 .123 .25418 .617 .486 .136 .27919 .617 . 486 .140 .28920 .613 .487 .183 .37521 .607 .489 .130 . 26622 .597 .491 .136 .277
23 .583 .493 .122 .24824 .580 .494 .113 .22825 .577 .4 9 4 .130 .26326 .570 .495 .116 .23527 .570 .495 .191 .38628 .560 .496 .104 .209
29 .533 .499 .169 .33830 .523 .499 .161 .322
31 .503 .500 .226 .45132 .490 .500 .169 .338
33 .480 .500 .113 .226
34 .477 .499 .161 .322
















36 .463 .499 .146 .292
37 .460 .498 .122 .24538 .453 .498 .2 34 .470
39 .450 .498 .158 .3 1740 .443 .497 .122 .245
41 .440 .496 .126 .25 442 .430 .495 .118 .239
43 .423 .494 .105 .213
44 .420 .494 .155 .3 14
45 .413 .492 .114 .23246 .407 .491 .113 .2 32
47 .403 .491 .161 .32748 .390 .488 .120 .245
49 .383 . 486 .303 .623
50 .380 . 486 .100 .206
51 .363 .481 .145 .30152 .350 .477 .112 .235
53 .337 .472 .128 .271
54 .333 .471 .096 .203
55 .333 .471 .100 .21356 .333 .471 .116 .246
57 .330 .470 .095 .20258 .303 .459 .143 .311
59 .287 .453 .116 .25660 .270 . 444 .103 .232
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It is significant to note that this study constituted 
an exploratory approach to the measurement of knowledges and 
understandings of basic fundamentals of business rather than 
to the measurement of factual information. It is significant, 
too, that portions of the test instrument were more valid and 
reliable than other portions. All portions were sufficiently 
valid and reliable to indicate that, with additional screen­
ing and experimental testing of this kind, an instrument may 




For many years economic competency has been one of 
the recognized objectives of education. As essentials in 
economic competency, knowledge and understanding of the 
basic fundamentals of business are vital to education for 
living in a world dominated by economic problems. Recently 
there has been an emerging consciousness of the need for edu­
cation aimed at improving the ability of people to live in an 
environment in which business influences almost every human 
activity. Concurrent with this consciousness there has de­
veloped much interest in basic business education on the part 
of educators, businessmen, and parents. Numerous research 
and other educational activities have resulted from this 
interest.
The continuous change in our economic society and the 
growing complexity of the many personal business decisions 
and judgments to be made during an individual's lifetime have 
created an increased need for knowledge and understanding of 
the basic fundamentals of business. It is immediately appar­
ent that the effectiveness with which problems of a business
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nature are solved, in a large measure, determines not only an 
individual’s standard of living, but also his contribution to 
the well-being of his community.
Responsibility for improving economic competency rests 
heavily upon the teachers in our educational system. They 
must be challenged to assist students in developing sound at­
titudes relative to money management, use of credit, and many 
other basic fundamentals of business. It is the obligation of 
our school system to make instruction in basic business avail­
able to all youth as a part of general education. To prepare 
students more adequately to solve the business and economic 
problems with which they will be confronted, teachers must 
possess knowledge and understanding of broad principles of 
business and economics. They must exhibit competence relative 
to economic and business problems involved in daily living.
The need for stimulating the interest of teachers and 
school administrators in strengthening and extending facets of 
basic business education is evident. It was the purpose of 
this study to demonstrate more clearly the nature of and 
the need for basic business education, to point up the signi­
ficant elements in its content, and to create further inter­
est in extending, expanding, and evaluating instruction in 
this area.
Restatement of the Problem 
The problem of this study was to develop a valid and 
reliable evaluative instrument for appropriately determining
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the extent of knowledge and understanding of the basic funda­
mentals of business possessed by students enrolled in their 
senior year of the secondary school.
The development and validation of the measuring in­
strument involved four significant aspects: (1) the isola­
tion of the primary phases of business and economics about 
which secondary school students should be informed with appro­
priate understandings fundamental to each of the phases, (2) 
development of a comprehensive evaluating instrument, (3) ad­
ministration of the measuring instrument to a selected student 
sample, and (4) application of statistical procedures designed 
to demonstrate the validity and reliability of the instrument. 
This study constitutes an exploratory approach to measurement 
of understandings rather than to measurement of factual in­
formation.
In this study no attempt was made to evaluate the ef­
fectiveness of instruction in the subject matter area. There 
was likewise no attempt made to determine whether young people 
make appropriate use of knowledge and understanding gained at 
the secondary school level.
Factors Pertinent to Solution of the Problem
The determination of elements of basic business to be 
included in the evaluative instrument was the first step in 
its preparation. The excellent research studies completed in 
recent years dealing directly with the definition of the area 
of basic business education; the recommendations of the Joint
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Council on Economic Education, the National Committee for Edu­
cation in Family Finance, and the Council for Advancement of 
Secondary Education; and the current secondary school text­
books in the field of basic business education were particu­
larly helpful in this endeavor. The phases to be included 
were grouped into four broad categories: money management,
consumer spending, communications, and business organization.
The second major step involved determination of the 
knowledge and understanding appropriate to each of the four 
content categories which should be developed. More than 400 
questions were prepared with numerous items applicable to 
each of the primary phases of business and economics about 
which secondary school students should be informed.
Each of the questions was critically analyzed by a 
jury of business teachers and a list of 100 test items were 
selected to constitute the trial test instrument for deter­
mining the extent of knowledge and understanding of basic 
fundamentals of business possessed by secondary school stu­
dents.
The pilot testing instrument was administered to mem­
bers of classes in the College of Education of the University 
of Oklahoma and to participants in the 1959 Workshop in Family 
Finance Education conducted on the campus of the University 
of Oklahoma. These students and participants noted the items 
which were, in their opinion, too easy or too difficult for 
secondary school students. As a result of the suggestions made
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regarding difficulty and need for rewording, notations were 
made for additional changes in the questions.
Next, the pilot test instrument was administered to 
freshmen students enrolled in classes taught by the author in 
the School of Business of Oklahoma City University. This 
pilot testing had the dual purpose of determining the length 
of time that would be required in administering the test and 
of checking again on the appropriateness of the vocabulary 
used in the test items.
Finally, the pilot test instrument was administered 
to a small selected group of secondary school students well- 
known to the author. Here, again, an attempt was made to as­
sure the appropriateness of the vocabulary and sentence struc­
ture in each of the evaluative items.
On the basis of the results of the three pilot test­
ing experiences, the author made final changes in the wording, 
sentence structure, and content of the 100 test items. The 
test instrument was administered to 453 secondary school stu­
dents in the Oklahoma City area.
By employing item analysis procedures, 60 items were 
selected to constitute the final evaluative instrument pre­
sented in this chapter. Detailed statistical handling of the 
scores obtained through the testing procedure indicates that 
the evaluative instrument is perhaps more valid and reliable 
than might have been anticipated for this exploratory kind of 
evaluative activity.
7â
The Evaluative Instrument 
The final form of the instrument designed for deter­
mining the extent of knowledge and understanding of the basic 
fundamentals of business possessed by secondary school stu­
dents as developed in this study is presented on the follow­
ing pages.
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B A S I C  B U S I N E S S  F U N D A M E N T A L S  
PLEASE PRINT THE FOLLOWING INFORMATION 
NAME DATE OF BIRTH SEX
SCHOOL ___________ FATHER'S OCCUPATION
PLEASE PLACE AN X AFTER ANY OF THE COURSES LISTED BELOW THAT 
YOU HAVE TAKEN:
GENERAL BUSINESS _____ BOOKKEEPING _____
CONSUMER ECONOMICS BUSINESS ARITHMETIC
ECONOMICS BUSINESS LAW
Read the directions and the example given below carefully»
You may not ask any questions after the examination starts. 
Your test booklet contains two blank sheets of paper on which 
you may do any computation necessary. If you should need 
another pencil, raise your hand and you will be given one.
This examination consists of a series of statements, each of 
which contains four possible answers. You are to choose the 
one you consider the best of the four possibilities and indi­
cate the answer on the answer sheet by an "x" in the box 
under the appropriate letter. Note the following example:
1. The amount a depositor has left in the 
bank after writing a check is known as 
his a b e d
a. deposit. ___
b. balance. 1. C D  Œ j  IZZI [HIc. statement.
d. withdrawal.
You should work rapidly through all of the questions and an­
swer those about which you are certain. Then go back and an­
swer those about which you were not certain. It is better 
to try to answer all the questions even though you are not 
absolutely certain of each answer.
DO NOT TURN THE PAGE UNTIL THE SIGNAL TO DO SO HAS BEEN GIVEN
TEST NUMBER
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1. Mrs. Jones pays for all her purchases by check. The 
check stub is an important part of her records and should 
be filled out
a. at the end of each month.
b. when the check is returned to her by the bank.
c. to prevent forgery.
d. at the time the check is written.
2. Mrs. Smith has made out a detailed plan for her next
month’s buying. She calls it her "budget.”
a. This is a waste of time because a person never lives
within a budget anyway.
b. It will be of no value to her if she spends all her
money.
c. A budget is seldom worth the trouble to plan because
an unforeseen expense destroys the purpose of a
budget.
d. How she spends her money is as important as the
amount.
3. The amount of gross income that a citizen or resident of 
the United States may earn that determines whether or not 





4. "Microfilming” is a technique related to filing records. 
It is best described as a
a. movable block in file drawers to keep papers in an
upright position.
b. convenient top-of-desk sorter.
c. means of photographing papers in greatly reduced
size.
d. mechanical memory device.
5. One of the important facts that a voter should remember 
is that taxes are likely to be high when a government 
extends
a. no services except that of police protection.
b. all services which are absolutely necessary.
c. few services to its people.
d. many and varied services to its people.
èi
6. Several states have passed legislation that are called 
"right-to-work" laws. These laws mean that every worker
a. must go to work or leave the state.
b. may decide for himself whether or not"to join a
union.
c. is forbidden to join the union where he is employed.
d. must join a union before he can be employed.
7. John discovered that he had a counterfeit $5 bill and 
he could not remember where he had obtained it. The 
course of action that he should have followed was to
a. keep it as a souvenir.
b. report that he had it.
c. pass it along to someone else.
d. redeem it at the bank for a genuine |5 bill.
S. Mr. Green bought his home six years ago for $20,000.
The house is insured for $16,000. Its present market 
value is $18,000. If the house is completely destroyed 





9. Mrs. Brown has been notified by her bank that her ac­
count is overdrawn. This notice tells her that
a. all her blank checks have been used.
b. all her money has been withdrawn from the bank.
c. her deposits have been in excess of her checks.
d. the checks issued are for an amount greater than
the amount on deposit.
10. When deciding where to buy, the consumer should usually
choose a store that stocks
a. a good quality merchandise at a suitable price range,
b. the highest and lowest quality merchandise.
c. only the highest quality merchandise.
d. only the lowest quality merchandise.
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11. Mr. Smith is considering investing $1,000. In order 
that he might be as certain as possible that the invest­
ment is safe, he probably should invest in the securities 
of
a. a newly organized business manufacturing a new and
popular product.
b. a newly organized business manufacturing products in
his home town.
c. an established business manufacturing a product con­
sidered a necessity.
d. an established business manufacturing a new and
popular product.
12. The morning newspaper has reported that a local business 
man has been found guilty of perjury. This means that 
the man has
a. signed another person’s name to an important docu­
ment.
b. charged a higher rate of interest than is allowed
by law.
c. made advertising claims about his merchandise that
weren’t true.
d. willfully testified under oath to something that he
knew was untrue.
1 3. Each month for several months, the amount of money spent
by the Jones family has been less than the budget allow­
ance for food. The Jones family should
a. buy additional food each month or buy more expensive
food.
b. keep the money for the purpose of buying more food
in the future.
c. adjust the budget, allowing less for food and more
for savings or some other item on the budget.
d. buy an item for which no budget allowance has been
made.
14. From the customer’s point of view, the chief function of
the commercial bank is to
a. make short-term loans to individuals who are in need
of money.
b. accept money for deposit and to pay out these funds
upon the order of the depositor.
c. offer investment and credit information without
charge.
d. sell bank drafts and cashier’s checks.
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15. A large advertisement in this morning's newspaper states 
that furniture may be purchased at savings up to 50 per 
cent.
a. If you need the furniture described, it is best to
buy what you need before someone beats you to the 
bargain.
b. The advertisement is probably just a trick to take
advantage of the uninformed public.
c. Advertising such as this is wrong because it makes
us buy things we really can't afford.
d. One should compare actual selling prices with com­
parable goods sold by other dealers.
16. Mrs. Brown, while doing her grocery shopping, notices 
that potatoes are for sale at two different prices. She 
probably bases her decision to purchase potatoes on the 
following reason:
a. The higher-priced potatoes are the better buy.
b. Since all potatoes are the same, always buy the
lower-priced ones.
c. Size, shape, and intended use would have to be con­
sidered before price could have real meaning.
d. If examination shows that the potatoes are of the
same quality, the higher-priced ones are the
better buy.
17. Mr. Smith earns a salary of $400 a month. He has owed
Mr. Brown $300 for several months. One of the legal





d. statute of limitations.
18. Louise has received merchandise by mail that she did not 
order. How long may she wait before she must either pay 
for the merchandise or pay for its return?
a. Thirty days.
b. Ninety days.
c. It depends upon the terms of the company who sent
the merchandise.
d. She does not have to pay for the merchandise or for
its return.
Ô4
19. What rate of simple interest will yield $72 on an invest­





20. Each day when Mr. Brown deposits the receipts of his 
grocery store, he indorses the checks he has received 
by writing on the back of each check the words, "For 
Deposit Only to the Account of John J. Brown." This 
type of indorsement is known as
a. an indorsement in full.
b. an indorsement in blank.
c. a qualified indorsement,
d. a restrictive indorsement.
21. The type of advertising that is most useful to the con­
sumer as an aid to planning what to buy and where to
buy is the advertising that lists
a. the inferior qualities of competitive products.
b. indorsements of the product by prominent persons.
c. factual information about the product,
d. general information about the product,
22. David is in a city where he is not known. It is past
time for the banks to be closed. The money substitute
that David can cash most easily is a
a. check given to him by his father,
b. postal money order.
c. personal check signed by David.
d. traveler's check.
23. Mr. Green and his two sons are partners in the ownership
and operation of the Elite Gift Shop. Their partnership
is automatically dissolved when
a. there is a serious disagreement among the partners.
b. the building in which the Elite Gift Shop is located
is completely destroyed by fire.
c. the operation of the business results in a net loss
of more than $10,000 in any one year.
d. Mr. Green dies.
Ô5
24. Robert, a young man recently graduated from high school, 
is considering buying a life insurance policy. He has 
discovered that one feature common to all types of life 
insurance is that
a. it is too expensive for most young people to con­
sider if they have no dependents.
b. it provides income after a stated period of time
if the insured is still living.
c. it provides a cash value to the insured if he wishes
to discontinue the premium payments.
d. it furnishes financial compensation to the benefi­
ciary if the insured dies.
25. The XYZ Corporation sold $200,000 worth of capital stock, 
of which Mr. Black bought ten shares for $100 each. Mr. 
Black, therefore, is now
a. an owner of the corporation.
b. an officer of the corporation.
c. a customer of the corporation.
d. a creditor of the corporation.
26. In this morning's newspaper, the ABC Appliance Store 
advertised a television set for $100, When Mr, Smith 
went to the store to purchase one, the store refused to 
sell it at that price, contending that the price had 
gone up and that the new price was $125.
a. The store must sell the television set to Mr. Smith
for $100.
b. The store must sell the television sets for $100 to
all customers who can prove that they read the
advertisement.
c. There was no contract because an advertisement is
considered merely an invitation to negotiate.
d. Even if they have sold all the television sets they
advertised, they must sell Mr, Smith a similar 
set for $100.
2 7. Mr. Brown failed to deliver some merchandise to Mr. Smith
according to the terms of a contract between the two men.
Mr, Smith has brought an action in court suing Mr. Brown 






28. On his recent vacation trip, Mr. Green spent each night 
in a hotel. If the hotels* rates included the price of 





29. A news item in the morning paper reported that a promi­
nent city official has been indicted by a grand jury.
We can, therefore, conclude that the official
a. has been accused of a crime.
b. has been convicted of a crime.
c. is guilty of some sort of a crime.
d. has been discharged from his position.
3 0. A commonly recognized formula for determining the credit 
of a person or a business firm consists of the "three 
C*s"—
a. character, capacity, and capital.
b. character, capital, and cash,
c. cash, capacity, and capital.
d. character, capacity, and cash.
3 1. Mr. Black contributes 8 per cent of his monthly salary 
of IAOCT toward a pension fund. If he retires at the
end of 25 years and receives $100 a month as his pension,
for how many years will his pension be paid if he re­





3 2. At the end of each month, Mr, Smith receives a statement
from his bank which shows the amounts that have been 
withdrawn or deposited and the amount remaining in his 
bank account. Because of the checks still outstanding, 
Mr, Smith usually finds that the balance on the bank 
statement is
a. larger than his check-stub balance,
b. equal to his check-stub balance,
c, smaller than his check-stub balance,
d, not related to his check-stub balance.
87
33. Robert is planning to apply for a summer job with a firm
located in a city several hundred miles from his home.
An enclosure that he should send with his letter of ap­
plication is his
a. personal data sheet.
b. latest high school report card.
c. high school diploma.
d. birth certificate.
34. Mr. and Mrs. Smith have charge accounts in several of
the department stores in the city in which they live.
a. This is unwise because they are apt to buy more than
they can afford.
b. This is wise because it makes it possible for them
to buy extra things.
c. They should know that buying on credit is not a wise
thing to do.
d. The convenience of a charge account could be very
helpful.
35. Mr. Brown owns a house on which he carries $10,000 fire 
insurance. If he decides to sell the house, he should
a. transfer the insurance policy to the new owner and
ask for payment of the amount spent for the unex­
pired part of the policy.
b. notify the insurance company that he is no longer
the owner of the house and ask for a reimbursement 
of the unexpired part of the insurance policy.
c. keep the policy and ask for payment of the insurance
if the house should be destroyed by fire.
d. include the cost of the future premiums in the sell­
ing price of the house.
3 6. One of the chief advantages of the individual proprietor­
ship type of business organization is that
a. there are greater opportunities for advancement for
employees than in other types of business organiza­
tion.
b. there is an absence of advice and assistance from co­
owners .
c. the proprietor has complete control of information
concerning operations.
d. there is less liability for business debts than for
any other type of business organization.
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37* Mr. Jones has received a bill for goods he purchased on
credit from the Downtown Department Store. The terms
of payment are stated as "2/10, n/30." This means that
Mr. Jones
a. may deduct 10^ of the total amount of the bill if
he pays the net amount within 2 days.
b. must pay an additional 10^ of the amount of the bill
if he does not pay within 30 days.
c. may deduct 2% of the total amount of the bill if he
pays the net amount within 10 days.
d. must pay an additional 2% of the amount of the bill
if he does not pay within 30 days.
3 8. A retail cash-and-carry store can usually sell to its 
customers at lower prices than other types of retail 
stores because it
a. is not home owned.
b. offers fewer services.
c. has more efficient management.
d. stocks more lower-priced merchandise.
39. The requirements that an applicant for life insurance
must be given a medical examination is to help determine
a. whether he is a desirable risk.
b. the premium he is to pay.
c. the amount of the annuity.
d. the length of time he is to pay premiums.
4 0. Mr. Brown gave Mr. Smith a check for $100. Mr. Smith 
endorsed the check and gave it to Mr. Green. Mr. Green 
endorsed the check and cashed it at the First National 
Bank, The indorsement that Mr. Smith could have used 
if he did not want to be liable if the check proved to 
be worthless was
a. Pay to the order of W. H. Green, Henry J. Smith.
b. Pay to the order of bearer, Henry J. Smith.
c. Pay to the order of W. H. Green without recourse,
Henry J. Smith.
d. Henry J. Smith.
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41. Mr. Johnson owned a house worth $10,000. On January 1, 
he insured the house for $12,000 under a policy that will 
expire on December 31* I4r. Johnson sold the house on 
July 15 for $8,000. The house was completely destroyed 








42. Mrs. Jones has just received her monthly bank statement 
that lists the deposits, withdrawals, and bank charges 
that have affected her bank balance during the past 
month. The balance of her account according to the bank 
statement is $873* Mrs. Jones finds that her check-stub 
balance is $856. Upon examination of the bank statement 
Mrs. Jones finds that there are two checks totaling $20. 
still outstanding and that there was a bank service 
charge of $3. Her adjusted bank balance is
43. Bill's parents are expecting him to arrive home from 
college on the 6 p.m. train on Thursday. At 8 p.m. on 
Wednesday, Bill discovers that he will be delayed later 
than he had expected and will not arrive until 11 p.m. 
on -Thursday. The type of telegraph service that he 
should use to notify his parents of the change is
a. the full-rate telegram.
b. the day letter.
c. the night letter.
d. not important because the time of delivery and the
cost for the message is the same for each service.
44. Mrs. Green finds that it is necessary that an explana­
tory message accompany a parcel post package she is 
sending to a friend in another city. It is important 
that the message arrive at the same time as the package. 
She should
a. write a message on the outside of the package.
b. insert a letter on the inside of the package.
c. attach a letter to the outside of the package.
d. mail the package before she mails the letter.
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45. The term, "laissez-faire," describes an economic philo­
sophy, This description best fits a nation where there 
is
a. careful governmental regulation and control of all
economic activity.
b. actual operation of all economic activity by the
government.
c. freedom of economic activity from governmental con­
trol and regulation.
d. governmental decision as to which economic activi­
ties should be carried on by the people.
4 6. David earned $10 by working for Mr. Brown, who paid him
with a check. David bought two sport shirts from Smithes 
Department Store and paid for them with the check that 
Mr. Brown had given him. One of the guarantees that 
David makes by endorsing the check is that
a. he has an account in the bank on which the check
is drawn.
b. he has received merchandise equal in value to the
amount of the check.
c. he will pay the amount of the check if the check
proves to be worthless.
d. Mr. Brown has sufficient funds in the bank to pay
the amount of the check.
4 7. Mrs. Brown bought a typewriter under a conditional sales 
contract. The title to the typewriter
a. passes immediately to Mrs. Brown.
b. passes to Mrs. Brown when she has paid one-half of
the purchase price.
c. remains with the seller until Mrs. Brown has made
one payment.
d. remains with the seller until Mrs. Brown has paid
the full purchase price.
4 8. Mr. Jones owns property that has an assessed valuation 
of $20,000. How much in taxes does he pay on the prop­





49. One of the important reasons why municipal bonds are 
especially attractive to those who have large incomes 
is that the
a. interest paid on municipal bonds is usually higher
than the interest paid on other types of bonds.
b. interest paid on municipal bonds is not subject to
the federal income tax.
c. interest paid on municipal bonds is usually lower
than the interest paid on other types of bonds.
d. repayment of the face value of all municipal bonds
is guaranteed by the United States Government.
50. Each day Mr. Brown deposits the receipts of his business 
in the First National Bank. Occasionally, the bank re­
turns to Mr. Brown a check that he has deposited marked 
"insufficient funds." These checks are charged, by the 
First National Bank, to the
a. account of Mr. Brown.
b. person who signed the check.
c. bank on which they were drawn.
d. First National Bank.
51. Mr. Johnson owns shares of stock in several business 
corporations. He believes that the limited liability 
of stockholders is one of the
a. ’disadvantages of owning stock in a business corpora­
tion.
b. disadvantages of the corporate form of business
organization.
c. advantages of owning stock because one does not have
to pay taxes on the income from the stock.
d. advantages of the corporate form of business organi­
zation.
52. Mr. Smith, a resident of Oklahoma City, bought some 
merchandise from a supplier in Chicago. Part of the 
terms of the purchase was "F.Q.B. Chicago." This means 
that
a. Mr. Smith pays the shipping charges from Chicago to
Oklahoma City.
b. the seller pays the shipping charges from Chicago
to Oklahoma City.
c. the merchandise will be delivered to Chicago.
d. the shipment of merchandise originated in Chicago.
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53» During a period in which prices paid for consumer goods
and wages paid to workers are both steadily increasing, 
the one who benefits most is the person who
a. is paying off a long-term debt.
b. is receiving payment for a long-term debt.
c. is receiving a pension.
d. receives a fixed salai*y each month.
54. One of the most valid criticisms of the general sales 
tax levied by many states is that it is a tax that
a. is harder on the rich than on the poor.
b. affects the rich and poor alike.
c. is harder on the poor than on the rich.
d. provides too much money to the local government.
55. David, who is fourteen years old, receives an allowance 
of $4 each week from his parents. He entered into a 
contract with Mr. Jones, a local merchant, for two tires 
for his bicycle. Under the terms of the contract, David 
agreed to pay Mr. Jones $2 a week for six weeks. Assum­
ing that the terms of the agreement are legal and com­
plete,
a. David cannot avoid the contract without the consent
of Mr. Jones.
b. David can avoid tlie contract without the consent of
Mr. Jones.
c. Mr. Jones can avoid the contract without the con­
sent of David..
d. Neither Mr. Jones nor David can avoid the contract
without the consent of the other.
56. The First National Bank, as part of its advertising, 
states that it is a member of "FDIC." This means that
the bank is a member of an organization that
a. insures bank receipts.
b. aids in clearing checks.
c. has safe-deposit boxes.
d. is known as a "banker’s bank."
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57. Suppose that the cost-of-living index figure for 1959 
was 125 {1950 = 100). In 1950, Mr. Jones earned |4,000
a year on the same job he now holds. Mr. Jones* salary
for 1959 was $4,#00. Mr. Jones* real income in terms 
of 1950 dollars was
a. greater in 1959 than it was in 1950.
b. the same in 1959 as it was in 1950,
c. smaller in 1959 than it was in 1950.
d. not determinable from the information given,
5#. Mr. Brown has been paying the premiums on a straight
life insurance policy for several years. The cash sur­
render value of the policy is the amount that
a. will be paid to Mr. Brown*s beneficiary if he should
die.
b. will be paid to Mr. Brown if he should cancel the
policy.
c. is paid annually by Mr. Brown to the insurance com­
pany.
d. Mr. Brown has paid in premiums since he first took
out the policy.
5 9. Mr. Jones, who owns and operates a local retail store, 
bought some merchandise on August 3; the amount of the 
invoice was $750 and the terms were 2/10, n/30. If he 






6 0. At the present time, Mr. Jones is paying $125 a month for 
rent. He is considering the purchase of a home costing 
$20,000. Mr. Jones has $5,000 to use for the down pay­
ment deposited in the First National Bank as savings, 
drawing 2% interest. He would have to borrow the balance 
of the purchase price at the rate of 5%. Mr, Jones esti­
mates that the annual cost of taxes, insurance, and 
upkeep would amount to 5% of the cost of the property.
If Mr. Jones decides to buy the new home, his annual 
expenses for shelter will be
. a. decreased by $3 5 0.
b. decreased by $250,
c. increased by $350.
d. increased.by $250.
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Recommended Uses of the Evaluative Instrument 
The evaluation instrument developed in this study 
might well be used in school-wide planning for implementing 
and integrating instruction in basic business into existing 
courses of study. It should be helpful in creating an aware­
ness of the kinds of basic business information that are 
essential to the general education of all youth.
Although the instrument deals with elementary eco­
nomic information, it may be used in workshops or in other 
study groups involving teachers. The instrument may be uti­
lized to point up the apparently existing deficiencies in the 
basic business information possessed by secondary school stu­
dents and constitute some encouragement for school personnel 
to attempt advantageous curriculum revisions. Teachers of 
many subject areas may find the instrument useful to them 
in selecting particular phases and understandings to be de­
veloped in their own classroom teaching at any educational 
level. Thus, it might serve to point up areas of subject 
matter which should be included in teacher education programs 
of the in-service type.
The evaluative instrument emphasizes the development 
of broad understandings as the goal of good teaching. Broad 
understanding involves a higher level of learning than custo­
marily results from the presentation of only factual infor­
mation. It should be recognized that from the outset, the 
development of this test was intended to foster and encourage 
additional experimentation with evaluative techniques.
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Further Research Needed
Education in basic business represents a fertile field 
for research. The number of evaluative studies in basic busi­
ness is meager and yet, effective instruments and methods of 
evaluation must be produced if education in this area is to , 
have a healthy growth. Most of the research studies have been 
devoted to the development of appropriate content for economic 
competence. No experimental studies have been conducted for 
the purpose of determining the effectiveness of various meth­
ods of teaching basic fundamentals of business.
Additional research is needed in the development of 
types of instruments which will measure higher level outcomes 
of learning. Numerous techniques for such testing should be 
explored. The author is now planning another study which in­
volves administering of the instrument presented in this 
report to freshmen college students to determine the extent 
of knowledge and understanding of basic fundamentals of busi­
ness possessed by them and to determine, if possible, the 
influence of their high school academic backgrounds and of 
their parents* educational and occupational backgrounds upon 
these knowledges and understandings of basic fundamentals of 
business.
Conclusions
From the outset, the major desired outcome of this 
research investigation was an evaluative instrument which
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would measure knowledge and understanding of basic fundamen­
tals of business. Since most of the testing for understand­
ings has been of a subjective nature, this study constituted 
an exploratory attempt to develop a more objective type of 
measuring instrument which would extend beyond the evaluation 
of factual information.
The major desired outcome of the study has been accom­
plished, The evaluative instrument, presented in this formal 
report, was designed, developed, and proved valid and reliable. 
The fact that it was possible to validate the instrument indi­
cates that experimentation with this type of instrument should 
be continued for further improvement of reliability and valid­
ity.
Upon completion of the extensive background study re­
quired and the exhaustive work done in developing and vali­
dating the evaluative instrument, the author was able to syn­
thesize to the extent of arriving at a few broad generaliza­
tions, The generalizations reached are stated in the form of 
conclusions here,
1, There is a need for a kind of evaluation that ex­
tends beyond measurement of facts and knowledge relationships 
which people possess. More adequate means should be found 
for measurement of broad understandings of vital subject mat­
ter principles and concepts,
2, The evaluation instrument presented in this study 
constitutes an exploratory effort in the measurement of under-
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standings in basic business and is indicative of the kind of 
measuring which could be utilized to a greater extent in the 
future.
3. The use made thus far of the instrument developed 
in this study reveals that secondary school students do not 
possess extensive knowledge and understanding of basic funda­
mentals of business. There is evidence that secondary school 
students could be afforded greater opportunities to gain this 
knowledge and understanding through greater emphasis on those 
areas of information dealing with business fundamentals that 
are part of the subject matter areas now being taught in the 
secondary schools. Additional opportunities to gain knowledge 
and understanding of basic fundamentals of business could be 
offered the secondary school student by the addition of more 
subjects to the existing secondary school curricula that are 
specifically designed to provide the student with learning 
experiences to develop understandings and skills necessary to 
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1. From the customer’s point of view, the chief function of
the commercial bank is to
a. make short-term loans to individuals who are in
need of money.
b. accept money for deposit and to pay out these
funds upon the order of the depositor.
c. offer investment and credit information without
charge.
d. sell bank drafts and cashier’s checks.
2. The amount of gross income that a citizen or resident of
the United States may earn that determines whether or not





3. One of the important facts that a voter should remember 
is that taxes are likely to be high when a government 
extends
a. no services except that of police protection.
b. all services which are absolutely necessary.
c. few services to its people.
d. many and varied services to its people.
4. Mr. Brown purchased 250 shares of common stock of the
ABC Corporation for $100 each. Each share of this stock
may be described as a
a. share in the responsibility for payment of any debts
that remain should the company be liquidated.
b. certificate of ownership in the company.
c. non-transfenable certificate indicating that he is
an officer of the corporation.
d. certificate indicating that he has loaned the company$100.
5. Several states have passed legislation that are called 
"right-to-work" laws. These laws mean that every worker
a. must go to work or leave the state.
b. may decide for himself whether or not to join a
union.
c. is forbidden to join the union where he is employed.
d. must join a union before he can be employed.
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6. Each month for several months, the amount of money spent 
by the Jones family has been less than the budget allow­
ance for food. The Jones family should
a. buy additional food each month or buy more expensive
food.
b. keep the money for the purpose of buying more food
in the future.
c. adjust the budget, allowing less for food and more
for savings or for some other item on the budget.
d. buy an item for which no budget allowance has been
made.
7. The best way for a young person to establish a good 
credit reputation in his community is to
a. always pay cash for each purchase.
b. open a charge account at a local store and use it,
paying his bills promptly.
c. open a checking account at a local bank and use it,
paying by check at the time of each purchase.
d. apply for a loan from a small-loan company.
Ô, A retail cash-and-carry store can usually sell to its 
customers at lower prices than other types of retail 
stores because it
a. is not home owned.
b. offers fewer services.
c. has more efficient management.
- d. stocks more lower-priced merchandise.
9. The type of advertising that is most useful to the con­
sumer as an aid to planning what to buy and where to buy 
is the advertising that lists
a. the inferior qualities of competitive products.
b. indorsements of the product by prominent persons.
c. factual information about the product.
d. general information about the product.
10. Mrs. Green has been notified by her bank that her ac­
count is overdrawn. This notice tells her that
a. all her blank checks have been used.
b. all her money has been withdrawn from the bank.
c. her deposits have been in excess of her checks.
d. the checks issued are for an amount greater than
the amount on deposit.
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11. Mr. Jones and Mr. Smith are partners in a local business 
establishment. . In the event of Mr. Jones* death,
a. Mrs. Jones automatically becomes one of the part­
ners in the business.
b. Mrs. Jones may demand an immediate settlement of
the interests in the -business.
c. Mr. Smith automatically becomes the sole owner of
the business.
d. Mr. Smith may collect damages from the estate of
Mr. Jones.
12. Mr. and Mrs. Brown have two children, a daughter who is
13 years old and a son who is 11 years old. During the
past year Mr. Brown has earned $4,#00 and Mrs. Brown 
has earned $1,200. The Brown*s filed a joint federal 
income tax return. Assume that all their income was 
from salaries and that their tax rate is 20^ of their 






13. During a period in which earnings of business corpora­
tions are unusually high and all the earnings are being 
distributed to stockholders as dividends, the type of 
stock that will probably return the greatest amount of 
dividends per share of stock owned is
a. common stock.
b. cumulative preferred stock.
c. noncumulative preferred stock.
d. convertible preferred stock.
14. Mr. Brown, a local merchant, has agreed to pay Mr. Smith 
$100 a month for the next twelve months for use of a 
building owned by Mr. Smith. The written agreement be­






15. Mrs. Jones has just received her monthly bank statement 
that lists the deposits, withdrawals, and bank charges 
that have affected her bank balance during the past 
month. The balance of her account according to the bank 
statement is #873. Mrs. Jones finds that her check-stub 
balance is #856. Upon examination of the bank statement, 
Mrs. Jones finds that there are two checks totaling $20 
still outstanding and that there was a bank service 
charge of #3. Her adjusted bank balance is
a. :|853.b. :859.c. i876.
d. :P893.
Mr. Black16.
bought some merchandise on August 3; the amount 
of the invoice was #750 and the terms were 2/lO, n/30.





17. A local grocery store usually stocks four brands of pea­
nut butter. Brand A, in an eight-ounce container, sells 
for 33#; brand B, 12 ounces for 49#; brand C, 16 ounces 
for 63#; and brand D, 20 ounces for 83#. Assuming that 






18. Mrs. Green finds that it is necessary that an explana­
tory message accompany a parcel post package she is 
sending to a friend in another city. It is important 
that the message arrive at the same time as the package. 
She should
a. write a message on the outside of the package.
b. insert a letter on the inside of the package.
c. attach a letter to the outside of the package.
d. mail the letter before she mails the package.
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19» The ABC Manufacturing Company has decided that it will 
no longer distribute its products through wholesalers 
but will now sell directly to the retailers. This 
decision will
a. be successful only if the ABC Company can perform the
functions of the wholesaler more efficiently than 
the wholesaler.
b. reduce costs because of the reduction in functions
that need to be performed.
c. reduce costs because of the elimination of the whole­
salers profit margin.
d. always be of considerable benefit to the consumer
who.buys the product.
20. A town whose budget for the yearly expenses is $50,000 
decides to raise the money by taxing real and personal
property at the rate of 25 mills per dollar assessed
valuation. The total assessed valuation of the taxable 





21„ Mr. Johnson owns shares of stock in several business
corporations. He believes that the limited liability
of stockholders is one of the
a. disadvantages of owning stock in a business
corporation.
b. disadvantages of the corporate form of business
organization.
c. advantages of owning stock because one does not have
to pay taxes on the income from the stock.
d. advantages of the corporate form of business organi­
zation.
22. John discovered that he had a counterfeit $5 bill and he 
could not remember where he had obtained it. The course 
of action that he should now follow is to
a. keep it as a souvenir.
b. report that he has it.
c. pass it along to someone else.
■ d. redeem it at the bank for a genuine $5 bill.
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23. Mr. Green bought his home six years ago for $20,000. The 
house is insured for $16,000. Its present market value 
is $10,000. If the house is completely destroyed by 







24. Mr. Green was involved in a traffic accident while he was 
driving home from work. As a result of the accident, a 
pedestrian was injured. The type of insurance that paid 





25. Some retail stores who sell their merchandise both for 
cash and on credit, use a two-pricç system. For instance, 
a television set may be priced at $160 cash or $168 if 
charged payable in 30 days. The actual cost of charg­
ing the purchase to the customer*s account is $8. This
is equivalent to an annual interest rate of
a . 5#.b. 20#.
c. 21#.
d. 60#.
26. During a period in which prices paid for consumer goods 
and wages paid to workers are both steadily increasing, 
the one who benefits most is the person who
a. is paying off a long-term debt.
b. is receiving payment for a long-term debt.
c. is receiving a pension.
d. receives a fixed salary each month.
2 7. If Henry made a trip from his home in the Central Stand­
ard Time zone to a city in the Eastern Standard Time 
zone, how was his schedule affected, assuming that 
neither city is under daylight saving time?
a. He lost an hour.
b. He gained an hour.
c. He lost two hours.
d. He gained two hours.
110
2S, A condensed version of a registration statement supplied 






29. In the event that a private corporation becomes bankrupt, 
a bondholder will share in the remaining assets of the 
corporation
a. before the common stockholders.
b. after the common stockholders.
c. after the common and the preferred stockholders.
d. after the preferred stockholders.
3 0. To find the correct interest on any amount for 60 days 
at 6% interest,
a. multiply the principal by 6%.
b. multiply the principal by 6^ and then divide the pro­
duct by 12.
c. move the decimal point two places to the right in
the principal.
d. move the decimal point two places to the left in
the principal.
3 1. A news item in the morning newspaper reported that a promi­
nent city official has been indicted by a grand jury. We 
can, therefore, conclude that the official
a. has been accused of a crime.
b. has been convicted of a crime.
c. is guilty of some sort of a crime.
d. has been discharged from his position.
3 2. Mrs. Jones pays for all her purchases by check. The 
check stub is an important part of her financial records 
and should be filled out
a. at the end of each month.
b. when the check is returned to her by the bank.
c. to prevent forgery.
d. at the time the check is written.
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33. Mr. Brown has been paying the premiums on a straight 
life insurance policy for several years. The cash 
surrender value of the policy is the amount that
a. will be paid to Mr. Brown’s beneficiary if he should
die.
b. will be paid to Mr. Brown if he should cancel the
policy.
c. is paid annually by Mr. Brown to the insurance com­
pany.
d. Mr. Brown has paid in premiums since he first took
out the policy.
34. What rate of simple interest will yield $72 on an in­





35. Of the chief advantages of the individual proprietor­
ship type of business organization, one is that
a. there are greater opportunities for advancement for
employees than in other types of business organiza­
tion.
b. there is an absence of advice and assistance from
co-owners.
c. the proprietor has complete control of information
concerning operations.
d. there is less liability for business debts than for
any other type of business organization.
3 6. The term "microfilming” is a technique related to filing
records. It is best described as a
a. movable block in file drawers to keep papers in an
upright position.
b. convenient top-of-desk sorter.
c. means of photographing papers in greatly reduced size.
d. mechanical memory device.
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37. If Mr. Jones wants to invest in securities from which he 
will receive a stated amount at regular intervals, he 
should select
a. common stock of a well-established business corpora­
tion.
b. preferred stock of a well-established business
corporation.
c. bonds of a well-established business corporation.
d. United States Government Bonds, Series E.
3 8. David earned $10 by working for Mr. Brown, who paid him
with a check. David bought two sport shirts from Smith’s 
Department Store and paid for them with the check that 
Mr. Brown had given him. One of the guarantees that 
David makes by endorsing the check is that
a. he has an account in the bank on which the check is
drawn.
b. he has received merchandise equal in value to the
amount of the check.
c. he will pay the amount of the check if the check
proves to be worthless.
d. Mr. Brown has sufficient funds in the bank to pay
the amount of the check.
3 9. Mrs. Jones has made out a detailed plan for her next
month’s buying. She calls it her "budget."
a. This is a waste of time because a person never lives
within a budget anyway.
b. It will be of no value to her if she spends all her
money.
c. A budget is seldom worth the trouble to plan because
usually an unforeseen expense destroys the purpose 
of a budget.
d. How she spends her money is as important as the
amount she earns.
4 0. David, a young man recently graduated from high school 
is considering buying a life insurance policy. He has 
discovered that one feature common to all types of life 
insurance is that
a. it is too expensive for most young people to consider
if they have no dependents.
b. it provides income after a stated period of time if
the insured is still living.
c. it provides a cash value to the insured if he wishes
to discontinue the premium payments.
d. it furnishes financial compensation to the benefici­
ary if the insured dies.
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41. Mr. and Mrs. White, a young couple recently married, are 
planning to buy the furniture for their home. The 
Whites should decide the quality of their purchases on 
the basis of
a. the purpose for which it is to be used.
b. whether or not it is of the latest style.
c. the quality of furniture their friends have.
d. whether or not they can buy furniture at "sale"
prices.
4 2. Bill wishes to talk with his uncle who lives in a distant 
city. To be certain that he talks with his uncle and no 






4 3. Each day when Mr. Brown deposits the receipts of his 
grocery store, he endorses the checks he has received 
by writing on the back of each check the words, "For 
Deposit Only to the Account of John J. Brown." This 
type of indorsement is known as
a. an indorsement in full.
b. an indorsement in blank.
c. a qualified indorsement.
d. a restrictive indorsement.
44. Out of his monthly salary of $400, Mr. Black contributes 
B per cent toward a pension fund. If he retires at the 
end of 25 years and receives $100 a month as his pension, 
for how many years will his pension be paid if he receives






45» One of the important reasons that municipal bonds are 
especially attractive to those who have large incomes 
is that
a. the interest paid on municipal bonds is usually high­
er than the interest paid on other types of bonds.
b. the interest paid on municipal bonds is not subject
to the federal income tax,
c. the interest paid on municipal bonds is usually
lower than the interest paid on other types of 
bonds.
d. the repayment of the face value of all municipal
bonds is guaranteed by the United States Govern­
ment .
4 6. In this morning's newspaper, the ABC Appliance Store 
advertised a television set for $100. When Mr. Smith 
went to the store to purchase one, the store refused to 
sell it at that price, contending that the price had 
gone up and that the new price was $125.
a. The store must sell the television set to Mr. Smith
for $100.
b. The store must sell the television sets for $100 to
all customers who can prove that they read the 
advertisement.
c. There was no contract because an advertisement is
considered merely an invitation to negotiate.
d. Even if they have sold all the television sets they
advertised, they must sell Mr. Smith a similar 
set for $100.
4 7. Mr. Brown gave Mr. Smith a check for $100. Mr. Smith 
endorsed the check and gave it to Mr. Green. Mr. Green 
endorsed the check and cashed it at the First National 
Bank. The endorsement that Mr. Smith could have used if 
he did not want to be liable if the check proved to be 
worthless was
a. Pay to the order of W. H. Green, Henry J. Smith.
b. Pay to the order of bearer, Henry J. Smith.
c. Pay to the order of W. H. Green without recourse,
Henry J. Smith.
d. Henry J, Smith.
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48. Mr. Smith earns a salary of $400 a month. He has owed 
Mr. Brown $300 for several months. One of the legal 





d. statute of limitations.
49. Mr. Brown carries fire insurance on his home, his busi­
ness and his automobile. He believes that fire insurance 
is beneficial because it
a. prevents a loss from occurring.
b. reduces the likelihood of a loss occurring.
c. spreads the loss among several individuals if it
does occur.
d. gives him a profit if a loss does occur.
50. Louise has received merchandise by mail that she did not 
order. How long may she wait before she must either pay 
for the merchandise or pay for its return?
a. Thirty days.
b. Ninety days.
c. It depends upon the terms of the company who sent
the merchandise.
d. She does not have to pay for the merchandise or for
its return.
51. The term "laissez-faire," describes an economic philo­
sophy. This description best fits a nation where there 
is
a. careful governmental regulation and control of all
economic activity.
b. actual operation of all economic activity by the
government.
c. freedom of economic activity from governmental con­
trol and regulation.
d. governmental decision as to which economic activi­
ties should be carried on by the people.
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52. The XYZ Corporation sold $200,000 worth of capital stock, 
of which Mr, Black bought ten shares for $100 each, Mr, 
Black, therefore, is now
a, an owner of the corporation,
b, an officer of the corporation,
c, a customer of the corporation,
d, a creditor of the corporation.
53. At the end of the month, when you check your family’s 
record of money spent against the budget allowances, you 
discover that less was spent for clothing than had been 
provided for that item. Your family should
a, keep the money for purchase of clothing in the future.
b, buy some additional clothing now,
c, adjust the budget, allowing more for savings and
less for clothing,
d, use the money for an item that was not included in
the budget items,
54. Mr, Jones is a young man with a wife and three small 
children. The life insurance policy that would provide 
the most financial protection for his dependents at the 
lowest cost would provide a policy settlement
a, after he has paid premiums for twenty years,
b, covering burial expenses if he should die,
c, if his death occurred during the term for which he
purchased insurance.
d, if his death occurred during the term for which he
purchased insurance or provide a policy settlement 
after he had paid premiums for twenty years,
55. Mr, and Mrs, Smith have charge accounts in several of the 
department stores in the city in which they live,
a. This is unwise because they are apt to buy more than
they can afford.
b. This is wise because it makes it possible for them
to buy extra things.
c. They should know that buying on credit is not a wise
thing to do,
d. The convenience of a charge account could be very
helpful.
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56. Suppose that the cost-of-living index figure for 1959 
was 125 (1950 = 100). In 1950, Mr. Jones earned |4,000 
a year on the same job he now holds. Mr. Jones* salary 
for 1959 was $4,800. Mr. Jones* real income in terms 
of 1950 dollars was
a. greater in 1959 than it was in 1950.
b. the same in 1959 as it was in 1950.
c. smaller in 1959 than it was in 1950.
d. not determinable from the information given.
57. One of the commonly used methods of raising funds to 
start a new business is to sell capital stock because
a. no interest is paid on the money thus raised.
b. the cost of raising money by this method is low.
c. ownership of the business will be vested in one per­
son.
d. the money need not be refunded to the purchaser of
the stock for a period of one year.
58. Many counties, cities, and school districts rely on real 
estate taxes as their major source of revenue. This tax 
is levied against the value of real estate and the tax 
rate remains constant, regardless of the amount of real 





59. Mr. Smith is considering investing $1,000. In order that 
he might be as certain as possible that the investment
is safe, he probably should invest in the securities of
a. a newly organized business manufacturing a new and
popular product.
b. a newly organized business manufacturing products in
his home town.
c. an established business manufacturing a product con­
sidered a necessity.
d. an established business manufacturing a new and
popular product.
IIÔ
60. The morning newspaper has reported that a local business
man has been found guilty of perjury. This means that
the man has
a. signed another person’s name to an important
document.
b. charged a higher rate of interest than is allowed
by law.
c. made advertising claims about his merchandise that
weren’t true.
d. willfully testified under oath to something that he
knew was untrue.
61. The primary reason a person or a family should have a
sound financial plan or budget is that
a. larger amounts of money can be saved.
b. more satisfaction can be gained from the money that
is available to spend.
c. a budget is one of the records needed to prepare a
family income tax return.
d. keeping a well-planned budget eliminates the need for
other household financial records.
62. Mr. Brown failed to deliver some merchandise to Mr.
Smith according to the terms of a contract between the 
two men. Mr. Smith has brought an action in court suing
Mr. Brown for damages. According to legal terminology,





63. The term "blue-sky laws," refers to the laws and regula­




c. accident and health insurance.
d. securities.
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64. A commonly recognized formula for determining the credit 
of a person or a business firm consists of the "three 
C»s"—
a. character, capacity, and capital.
b. character, capital, and cash.
c. cash,capacity, and capital.
d. character, capacity, and cash.
6$. When deciding where to buy, the consumer should usually 
choose a store that stocks
a. good quality merchandise at a suitable price range.
b. the highest and lowest quality merchandise.
c. only the highest quality merchandise.
d. only the lowest quality merchandise.
66. A large advertisement in this morning’s newspaper states 
that furniture may be purchased at savings up to 50 per 
cent.
a. If you need the furniture described, it is best to
buy what you need before someone beats you to the 
bargain.
b. The advertisement is probably just a trick to take
advantage of the uninformed public.
c. Advertising such as this is wrong because it makes
us buy things we really can’t afford.
d. One should compare actual selling prices with com­
parable goods sold by other dealers.
6 7. Each day Mr. Brown deposits the receipts of his business 
in the First National Bank. Occasionally, the bank 
returns to Mr. Brown a check that he has deposited marked 
"insufficient funds." These checks are charged, by the 
First National Bank, to the
a. account of Mr. Brown.
b. person who signed the check.
■c. bank on which they were drawn,
d. First National Bank.
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68. During a period in which earnings of business corpora­
tions are unusually low and all the earnings are being 
distributed to stockholders as dividends, the type of 
stock that will probably return the greatest amount of 
dividends to each stockholder is
a. no-par common stock,
b. noncumulative preferred stock.
c. cumulative preferred stock.
d. convertible preferred stock.
6 9. On his recent vacation trip, Mr. Green spent each night 
in a hotel. If the hotels* rates included the price of 





70. One of the factors that might be considered concerning 
a savings plan is that dividends, rather than interest, 
are paid on investments in
a. postal savings.
b. government bonds.
c. mutual savings and loans associations.
d. savings departments of commercial banks.
7 1. Recent labor legislation makes it unlawful for a busi­
ness to require that a person be a union member before 
he is considered for employment. This type of business 
is called
a. a union shop.
b. an open shop.
c. a closed shop.
d. a collective shop.
7 2. David is in a city where he is not known. It is past 
time for the banks to be closed. The money substitute 
that David can cash most easily is a
a. check given to him by his father.
b. postal money order.
c. personal check signed by David.
d. traveler’s check.
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73» Mr. Brown owns a house on which he carries $10,000 fire 
insurance. If he decides to sell the house, he should
a. transfer the insurance policy to the new owner and
ask for payment of the amount spent for the un­
expired part of the policy.
b. notify the insurance company that he is no longer
the owner of the house and ask for a reimburse­
ment of the unexpired part of the insurance policy.
c. keep the policy and ask for payment of the insurance
if the house should be destroyed by fire.
d. include the cost of the future premiums in the
selling price of the house.
74. Mr. and Mrs. Green are considering buying some new 
furniture. They are undecided whether to pay cash for 
the furniture or to pay for it on an installment plan. 
They should remember that installment buying should
a. never be employed by a young person.
b. be used to purchase durable goods only.
c. be avoided because interest charges are high.
d. satisfy the wants of the buyer if the goods raise
his standard of living.
75. In an advertisement in this morning’s paper, an electri­
cal appliance store stated that the carrying charge for 
buying on the installment plan would only be $1 per $100 
per month. This is equivalent to the following annual 
interest rate:
a. 1%,
b. between 2% and 5%.
c. between 6% and 10%.
d. more than 10%>,
76. Mr. Green and his two sons are partners in the ownership 
and operation of the Elite Gift shop. Their partnership 
is automatically dissolved when
a. there is a serious disagreement among the partners.
b. the building in which the Elite Gift Shop is located
is completely destroyed by fire.
c. the operation of the business results in a net loss
of more than $10,000 in any one year.
d. Mr. Green dies.
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77. One of the most valid criticisms of the general sales 
tax levied by many states is that: it is a tax that
a. is harder on the rich than on the poor.
b. affects the rich and poor alike.
c. is harder on the poor than on the rich.
d. provides too much money to the local government.
7Ô. One of the features of the Sociai Security system is the 
payment of retirement payments to insured workers who 
have reached the age of 65. The money to pay these re­
tired workers is provided by
a. the Federal Government.
b. employers and employees.
c. employers only.
d. employees only.
79. The principal function of the Federal Reserve System is 
to
a. create money.
b. regulate business conditions by increasing or de­
creasing the supply of money.
c. accept deposits from individuals and corporations.
d. control the activities of coinmercial banks.
50. Mrs. Brown bought a typewriter under a conditional sales 
contract. The title to the typewriter
a. passes immediately to Mrs. Bnown.
b. passes to Mrs. Brown when she has paid one-half of
the purchase price.
c. remains with the seller untiL she has made one pay­
ment.
d. remains with the seller until, she has paid the full
purchase price.
51. At the end of each month, Mr. Smi-th receives a statement 
from his bank which shows the amoeunts that have been 
withdrawn or deposited and the amount remaining in his 
bank account. Because of the chescks still outstanding, 
Mr. Smith usually finds that the balance on the bank 
statement is
a. larger than his check-stub baalance.
b. equal to his check-stub balanoce.
c. smaller than his check-stub boalance.
d. not related to his check-stubo balance.
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8^. David, who is fourteen years old, receives an allowance 
of $4 each week from his parents. He entered into a 
contract with Mr. Jones, a local merchant, for two tires 
for his bicycle. Under the terms of the contract, David 
agreed to pay Mr. Jones a week for six weeks, assum­
ing that the terms of the agreement are legal and com­
plete,
a. David cannot avoid the contract without the consent
of Mr. Jones.
b. David can avoid the contract without the consent of
Mr. Jones.
c. Mr. Jones can avoid the contract without the consent
of David.
d. Neither Mr. Jones nor David can avoid the contract
without the consent of the other.
83. Mr. Jones has received a bill for goods he purchased on 
credit from the Downtown Department Store. The terms of
payment are stated as "2/10, n/30.” This means that
Mr. Jones
a. may deduct 10;̂  of the total amount of the bill if
he pays the net amount within 2 days.
b. must pay an additional 10^ of the amount of the bill
if he does not pay within 30 days.
c. may deduct 2% of the total amount of the bill if he
pays the net amount within 10 days.
d. must pay an additional 2% of the amount of the bill
if he does not pay within 30 days.
84. Mrs. Brown, while doing her grocery shopping, notices
that potatoes are for sale at two different prices. She 
probably bases her decision to purchase potatoes on the 
following reason:
a. the higher-priced potatoes are the better buy.
b. since all potatoes are the same, always buy the
lower-priced ones.
c. size, shape, and intended use would have to be con­
sidered before price could have real meaning.
d. if examination shows that the potatoes are of the
same quality, the higher-priced ones are the 
better buy.
85. Mr. Jones owns property that has an assessed valuation
of $20,000. How much in taxes does he pay on the pro­






êô. Bill’s parents are expecting him to arrive home from 
college on the 6 p.m. train on Thursday. At 8 p.m. 
on Wednesday, Bill discovers that he will be delayed 
later than he had expected and will not arrive until 
11 p.m. on Thursday. The type of telegraph service 
that he should use to notify his parents of the change 
is
a. the full-rate telegram.
b. the day letter.
c. the night letter.
d. not important because the time of delivery and the
cost for the message is the same for each service.
87. Occasionally, excess earnings that remain after the 
regular dividend on preferred stock and the specified 
dividend on common stock have been distributed are 
divided among the common stockholders and certain 
preferred stockholders. This type of preferred stock 
is called
a. cumulative preferred stock.
b. noncumulative preferred stock.
c. participating preferred stock.
d. convertible preferred stock.
88. A time schedule for preserving personal business records 
should be based on the
a. National Fire Protection Association laws.
b. physical storage space available.
c. active or inactive files.
d. state statute of limitations.
89. Mr. Brown owned a house worth $10,000. On January 1, he
insured the house for $12,000 under a policy that will
expire on December 31. Mr. Brown sold the house on 
July 15 for $8,000. The house was completely destroyed 







90, The requirement that an applicant for life insurance
must be given a medical examination is to help determine
a, whether he is a desirable risk.
b, the premium he is to pay,
c, the amount of the annuity,
d, the length oj time he is to pay premiums,
91. When Mr. Riley bought his new car, he borrowed $400 from
the First National Bank at 6% for 90 days. The interest
charges that he paid amounted to
92. Robert is planning to apply for a summer job with a firm 
located in a city several hundred miles from his home.
An enclosure that he should send with his letter of 
application is his
a, personal data sheet,
b, latest high school report card,
c, high school diploma,
d, birth certificate.
93. Mr. Jones earned $4,800 during the past year. The de­
ductions that he may use in preparing his federal in­
come tax return are determined by
a, taking 10 per cent of his total income,
b, adding all of the deductible expenses together,
c, using part of each of these two methods to reach
the best combination,
d, using either of the first two methods,
94. Mr, Brown has purchased two 6^, $1,000 bonds from the 
XYZ Corporation, When Mr. Brown purchased the bonds, 
he became one of the
a, officers of the corporation,
b, creditors of the corporation,
c, owners of the corporation,
d, stockholders of the corporation.
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95. Mr. Smith, a resident of Oklahoma City, bought some 
merchandise from a supplier in Chicago. Part of the 
terms of the purchase was "F.O.B. Chicago." This 
meant that
a. Mr. Smith pays the shipping charges from Chicago to
Oklahoma City.
b. the seller pays the shipping charges from Chicago
to Oklahoma City,
c. the merchandise will be delivered to Chicago.
d. the shipment of merchandise originated in Chicago.
96. One of the most controversial pieces of legislation 
passed by our Congress in recent years is known as the 
"Taft-Hartley Bill." This bill is
a. an anti-segregation law,
b. a traffic regulation.
c. a price regulation.
d. a labor law.
97. One of the reasons why Mr. Jones purchased the insurance
policy that he owns is the "cash surrender value." The
cash surrender value of a policy is the amount
a. that may be received in dividends.
b. that can be obtained if the policy is cancelled.
c. paid in premiums.
d. of the face value of the policy.
96, At the present time, Mr. Jones is paying $125 a month
for rent. He is considering the purchase of a home cost­
ing $20,000. Mr. Jones has $5,000 to use for the down 
payment deposited in the First National Bank as savings, 
drawing 2^ interest. He would have to borrow the balance 
of the purchase price at the rate of 5%, Mr, Jones esti­
mates that the annual cost of taxes, insurance, and up­
keep would amount to 5^ of the cost of the property.
If Mr. Jones decides to buy the new home, his annual 
expenses for shelter will be
a. decreased by $350.
b. decreased by $250.
c. increased by $350.
d. increased by $250.
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99. The First National Bank, as part of its advertising,
states that it is a member of "FDIC." This means that 
the bank is a member of an organization that
a. insures bank receipts.
b. aids in clearing checks.
c. has safe-deposit boxes.
d. is known as a "banker*s bank."
100. A check bearing a restrictive indorsement can be sent
through the mail with little or no risk. Which example 
below best illustrates a restrictive indorsement?
a. Pay to Mary.T. Davis
2Ü20 N. W. 24th 
Oklahoma City, Oklahoma.
b. Pay to the Order of
Helen R. Johnson,
John J, Jones.
c. Henry B. Baldwin.
d. Pay to the Order of
The First National Bank 
For Deposit Only
Robert R. Walker.
